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sidered monopolies. Their regu- 
lation has been approached with 
that idea in mind. Developments in 
recent years, however, -have largely 
destroyed the monopolistic character 


Pre utilities are commonly con- 


of many utilities. Even where one 
company has exclusive rights in its 
own special field, it finds competitors 
on all sides offering a substitute for 
its service. 

This is particularly true of the elec- 
tric railway. An established street 
railway company no longer fears the 
intrusion of another railway company 
but it does have to meet both regulated 
and unregulated motor vehicle compe- 
tition, whether it be the privately 


owned vehicle or the motor bus or 
taxicab. 

This has wrought a change in regu- 
latory problems. Unlike the electric 
utilities, the street railways are not 
under attack on the ground that they 
are making excessive profits. A pres- 
ent problem of the electric railway is 
the establishment of fares and ticket 
or token schemes to attract the rider 
and preserve the service. Another 
problem is the prevention of destruc- 
tive competition. This also involves 
the substitution of motor bus facilities 
by the street railway company itself 
in order that it may continue to handle 
the transportation needs of the com- 
munity. 
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HE street railway industry is 

faced by the fact that a fare in 
excess of 10 cents in the ordinary 
American city would meet such sales 
resistance as to defeat its purpose of 
raising necessary revenue. On the 
other hand, those familiar with street 
railway operation recognize the fact 
that the popular 5-cent fare of pre- 
war days cannot possibly pay for the 
service. 

What fare between these limits is 
necessary and advantageous would 
seem to be largely a matter of man- 
agerial discretion. If a certain fare 
will not cover the cost of operation, 
there is doubt whether the mere specu- 
lation that a lower fare would suffi- 
ciently increase gross revenues to 
better the condition of the company 
may properly be made the basis for 
requiring the lower fare. This is in- 
dicated by the decision of the United 
States Supreme Court in a gas utility 
case, where Justice Cardozo said: 


We are not unmindful of the argument 
urged by counsel for the commission that 
the effect of lower prices may be to swell 
the volume of the business, and by thus 
increasing revenues enhance the ultimate 
return. Upon the record as it comes to 
us, this is guesswork, and no more. There 
has been no attempt to measure the pos- 
sible enhancement by appeal to the exper- 
ience of other companies similarly situated 
or by any other line of proof. Present 
confiscation is not atoned for by merely 
holding out the hope of a better life to 
come.! 


Inability during a depression to pay 
for street car service has been stressed 
in some cases. One aspect of this 
question is the ability of a street car 
‘rider to purchase several tickets or 
tokens at a time in order to get a re- 
duced fare. Inability to pay for pub- 
lic utility service as a reason for re- 
ducing rates seems to have been over- 
worked. Scrutiny of the facts reveals 
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a certain amount of absurdity in the 


arguments advanced. 
Fenians 0 that electric rate- 
payers should have a reduction 
of 10 per cent in rates because custom- 
ers are impoverished is not convincing 
when we discover that a ratepayer 
having a monthly bill of $1.50 would, 
after such a reduction, have a bill of 
$1.35. It is not apparent how a re- 
duction of 15 cents a month would 
have much effect on the small custom- 
er’s economic status. 

So it is in the case of street car 
riders. A workman who rides to and 
from his work each day, if he works 
three days a week, uses at least six 
street car tickets or tokens in a week. 
He receives his wages ordinarily at 
the end of each week. Just how he 
can be benefited by requiring the street 
car company to sell him two tickets 
or tokens at a reduced rate, instead 
of six tickets or tokens, is not plain, 
nor is it quite clear how a difference 
of a cent or two can spell the differ- 
ence between ability and inability to 
ride on street cars—the saving might 
buy a few extra cigarettes or pay for 
admission to a motion picture theater. 

The Washington Supreme Court 
emphasized this thought in a case 
where electric rates were under in- 
vestigation. The court recognized 
that the distress of orchardists and 
farmers was real and acute but said 
that the cost of electric power was but 
a very small item in the total cost of 
production and with it eliminated en- 
tirely, still the farmer and the orchard- 
ist could not possibly make both ends 
meet.* 
em to pay as a ground for de- 

manding lower rates for public 
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utility services seems to be largely an _— convenience and necessity, not primarily 
that their operation may show a good mone- 


attempt to capitalize the depression in tary return on the investment to the stock- 


order to forge a weapon against the ees ye - — of Fears ag ae aa 
utilities. The cost of all public utility sone <li innpostacm, but even the poorest 


service is such an insignificant figure of the poor should have a right to enjoy 
the utilities facilities for service at a rate 


in comparison with the total expenses as low as that enjoyed by those who are 
of the ordinary family that we hesi- —_, wonky —, + ape a trial 

. n, 1 ic can demon- 
tate to conclude that rate reductions Pate its ability to increase traffic, seems 


ordinarily can have much effect upon __ the only manner in which to determine the 
h feed of ticles soundness or fallacy of the principle that 
the standard of living. one way in which to increase business and 


Changes in street railway fares or- possibly profits, is to give the public a 
dered by the Minnesota commission tte more, pode Prom Boh andi 
for the companies operating in the 
twin cities were annulled by a state 
district court. The commission order 
required the companies to sell two 
tokens for 15 cents instead of larger 
quantities at the same prices. The 
order was justified by the commission 
on the ground that “a person riding 
to and from his work on the street ‘ 
car and who is not able to invest 45 ‘oe Washington Supreme Court 
cents for six tokens at one time, or a concisely stated the argument 
more casual car rider who rides to a against the value-of-service and abil- 


certain destination and then takes a_ ity-to-pay theory of rate making in a 
return car ride,’ should not have to Case where it held that neither the 
pay 334 per cent more than the car value of service to the consumer nor 
rider who can invest 45 cents in six his ability to pay is the prime factor 
tokens. The commission said: which alone will warrant the reduction 
While the rate of return of the Saint Of 8 tate according no more than pers 
Paul and Minneapolis Street Railway com- SOnable compensation. It was said 


panies is less than what the courts have th ublic service companies are not 
held reasonable, even though the proposed that p ‘ = ; P 
two-for-15-cents token rate should prove a eleemosynary institutions and they 


loss of revenue to the company and re- cannot be compelled to devote their 
sult in a lesser return to the stockholders, ei h 
is it not fair and reasonable in times of Property toa public use except on the 


depression as serious as now exist, to give well-recognized basis of a fair and 
the car-riding public the fullest opportunity nell Th h 
to make use of the facilities of the lo- reasonable return therefor. roug: 


cal street railway transportation systems? general taxation only in common with 
Public utilities, including street car systems, 1 h ho lled 
are given franchises on the basis of public @!! taxpayers can they compe 


e 


“THE fact that great competition will be offered to a stage 
operator is no reason for denying the right to substitute 
busses when the railway corporation was a pioneer in the 
field in the way of providing public transportation.” 
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The court, in reversing the commis- 
sion decision, said that by stipulation 
the only question before the court was 
whether a material impairment of 
revenues would be the necessary result 
of the commission order. The court 
found that such an impairment of 
revenues would necessarily result.‘ 
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to contribute to the relief of the dis- 
tressed.5 


HE California commission recent- 

ly held that an interurban railway 
unable to earn enough revenue to 
meet operating expenses has a legal 
right to expect that it be given an op- 
portunity to try out a higher rate of 
fare. The commission also said that 
if it were not for the fact that the 
record indicated that a lesser increase 
than that sought would produce bet- 
ter results, the carrier would have 
some claim to experiment with a 
rather high increase in fares, limited, 
however, to what the service is rea- 
sonably worth and what the traffic 
could bear, as it is not proper to re- 
quire a utility to provide service to 
the public at less than actual cost of 
operation. 

There is, however, said the com- 
mission, unquestionably a level above 
which fares cannot be increased with 
any reasonable expectation that the 
result will be a further increase in 
revenue. Any increase above this lev- 
el may well have far-reaching conse- 
quences detrimental to all parties in 
interest.® 


ae. of the important questions 
involved in fixing street railway 
fares came before the New York 
commission and the New York courts 
in what is known as the Yonkers fare 
case. The commission denied an in- 
crease in fares. This decision was up- 
set by the court, and the commission 
made new findings, after which it 
again denied the increase. In several 
parts of the commission’s opinion it 
is made plain that the commission 
viewed the street railway as a declin- 
ing enterprise, the property of which 


was rapidly approaching obsolescence. 
This viewpoint entered into the com- 
mission’s rulings on going value, ac- 
crued depreciation, and reproduction 
cost as a measure of value. 

No allowance was made by the com- 
mission for going concern value on 
the ground that street railways, ex- 
cept in large cities, were fast losing 
ground and lines were being aban- 
doned and busses were taking their 
place. 

The court held that this was 
beyond the power of the commission 
to decide; that their function was to 
determine whether or not the com- 
pany was receiving a fair return up- 
on the property actually devoted to 
public use. It was said that an amount 
for going concern value should be in- 
cluded in the rate base, but that the 
amount should reflect the good judg- 
ment of the regulatory commission 
based upon all the facts and evidence. 
It was declared that the difficulty in 
determining the going value would 
not justify the disregarding of it. 
Justice Crapser, speaking for the 
court, said: 


It takes time to put a new enterprise of 
any magnitude on its feet after construc- 
tion has been finished; mistakes of con- 
struction have to be corrected, substitutions 
have to be made, economies 
instituted, experiments have to be " 
which sometimes turn out to be useless, 
and organization has to be perfected. None 
of these things are reflected in the value 
of the physical property. The company 
starts out with the bare plant before the 
expenditure of time, labor, and money which 
coordinates these into a working organiza- 
tion, working business.” 


Bie commission on reconsidering 
the valuation received testimony 
that the company had no going value 
in addition to other elements of value 
and that any expense for experience 
and knowledge gained by railway op- 
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Capitalizing the Depression to Reduce Rates 


oo aneere to pay as a ground for de- 
manding lower rates for public utility 
services seems to be largely an attempt to 
capitalize the depression in order to forge a 
weapon against the utilities. The cost of all 
public utility service is such an insignificant 
figure in comparison with the total expenses 
of the ordinary family that we hesitate to 
conclude that rate reductions ordinarily can 
have much effect upon the standard of liv- 
ing.” 





erators during the development of the ion that if the property were not al- 


business had been charged to operat- 
ing expenses and should not be con- 
sidered as an element of capital. It 
was pointed out that the tracks were 
being abandoned on some lines and 
busses were being substituted. Chair- 
man Maltbie said: 


ready in existence it would not be re- 
produced, and therefore the reproduc- 
tion cost of the property ought not to 
be considered. The court held that 
this was not before the commission 
for decision but that the function of 
the commission was to determine 


whether the company was receiving a 
fair return upon the property devoted 
to public use. ; 

Chairman Maltbie, taking up this 
point on reconsideration of the case, 
said : 


Under such circumstances, we cannot con- 
ceive how there can be any going value 
provided the physical property is appraised 
as it has been in this case as a going 
property and not a defunct enterprise and 
adequate allowances made for overhead 
items, and we so find.8 
It may be noted that in recent de- 

cisions by court and commissions re- 
lating to other types of public utili- 
ties, while the concept of going value 
has not been rejected, there has been 
a strong tendency to disallow any 
separate amount for such value. The 
view has been quite prevalent that any 
going value is sufficiently recognized 
in valuing the property as a going 
concern with full allowances for over- 
heads and operating expenses such as 
new business expense.® 


, I HE court criticized the New York 
commission because of its opin- 
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As a separate and distinct matter un- 
related to values, it would be an academic 
question, but it does have a direct bearing 
upon property values. If an item of prop- 
erty is of such character, either because of 
obsolescence or inadequacy or expensive 
maintenance costs or high operation charges 
or any other factor, that it would not be 
reproduced or constructed if it did not 
exist, the very factors which so determine 
have a direct effect upon its values; and 
they should be considered by anybody in 
determining values. 

If there were no other passenger car 
which could be operated at less expense, 
consuming less power, capable of greater 
speed, or more desirable for any reason, 
these cars would have a much larger value 
than they actually have; but the moment 
another car is designed and its practicability 
established which can be operated at a 
lower total cost, that fact apart from all 








other considerations necessarily affects the 
value of the old car. If a new car is 
designed that can be operated at greater 
speed, that fact by itself depreciates the 
old car. If the new car consumes less 
power, that fact depreciates the old car; 
and if the new car has less weight and 
consequently reduces the cost of track 
maintenance, that fact depreciates the old 
car. 


Bb Bess commission excluded, in its 
first opinion, rolling stock not 
owned by the company but rented 
from an affiliated company. The 
court held that this was not in accord- 
ance with the New York law, since 
the statute says that the rate shall be 
fixed upon the value of the property 
actually used in the public service. 
These cars were actually used in pub- 
lic service, and, in the opinion of the 
court, they must be included in the 
rate base, while rental of such cars 
would be excluded from operating ex- 
penses. 

This ruling is at odds with the 
weight of authority throughout the 
country. The usually accepted rule is 
that property not owned shall be ex- 
cluded from the rate base and the 
rental allowed as an operating ex- 
pense, although in some cases such 
property has been treated as it was by 
the New York court. The commis- 
sion acquiesced in this ruling and in- 
cluded the property on reconsideration 
of the case. 

An allowance was made for ma- 
terials and supplies in the original 
commission decision, but no allowance 
was made for working cash. The 


court disagreed with this disposition 
of the working capital question, since, 
in its opinion, it is necessary for the 
company to have on hand some cer- 
tain amount of money for a balance to 
pay for accident claims and other con- 
tingencies that may arise. 
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HAIRMAN Maltbie, in the more re- 
cent opinion, analyzed the collec- 
tions and disbursements of the compa- 
ny and found that the average passen- 
ger revenue per week was more than 
twice the weekly payroll; that nearly 
two thirds of the damage claims were 
not settled until at least a year after 
the accident occurred; that several 
items of operating expenses were not 
paid until the end of the month; and 
that the company did not actually pro- 
vide any working cash capital to con- 
duct the business. He concluded that 
the only allowance to be made for 
working capital was an amount repre- 
senting necessary materials and sup- 
plies. 

Objection was made in a case be- 
fore the California commission be- 
cause an interurban railway company 
asking increased fares proposed to 
leave lower fares in effect to a com- 
petitive point. The commission held 
that this did not constitute undue dis- 
crimination because it was apparent 
that if fares to such competitive point 
were increased above those of the 
competitor, there would be a material 
diversion of traffic which would 
doubtless more than offset any in- 
crease in revenue that would obtain by 
applying an increased fare to the re- 
maining travel between such points.™ 


HE maximum fares fixed by 

franchises have throughout the 
country been quite generally super- 
seded by new fares established by 
commissions or by agreements with 
the municipalities. The power of a 
commission to change franchise fares 
has been quite generally recognized. 
A controversy over this question was, 
however, raised in Oklahoma, where 
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the commission had authorized a 10- 
cent fare in place of the former maxi- 
mum fare of 5 cents fixed by fran- 
chise in Oklahoma City. 

A street car rider, alleging that he 
was a resident and taxpayer of the 
city and a patron of the street railway 
company, started suit to prevent the 
company from charging more than the 
franchise maximum. He based his 
case on the franchise, adopted in 1902. 
He asserted that the action of the 
commission in allowing a higher fare 
violated constitutional restrictions on 
the impairment of the obligation of 
contracts. 

The court decided that he could not 
properly maintain such a suit before 
the court since the commission had 
complete and exclusive jurisdiction 
over street railway fares and the only 
redress he could obtain would be by 
appeal from the commission’s order.” 


HE commission for the District 

of Columbia has passed upon 
rates of depreciation proposed by the 
local traction company. A schedule 
submitted by the company was disap- 
proved and new rates were substitut- 
ed. The commission said that it is 
important to the ratepayer that only 
proper and legal amounts be charged 
to operating accounts for depreciation 
accruals and that a determination of 
the proper rates requires a study of 
the depreciation reserve, the history 


and all other pertinent facts of the 
company and its predecessors. It was 
said to be essential that the true facts 
relating to the depreciable property as 
a whole and by classes be known. 
The commission approved the setting 
up of depreciation charges in the 
account for each class of property 
rather than for the property as a 
whole.” 

The New York court also, in the 
Yonkers case, expressed opinions on 
annual depreciation allowance. It 
took the position that the annual al- 
lowance cannot be limited by the orig- 
inal cost because if valiies have ad- 
vanced, the allowance is not sufficient 
to maintain a level of efficiency. On 
the other hand, if depreciation allow- 
ance is calculated on present value at 
the end of any given term of years, 
the original investment remains as it 
was at the beginning because expendi- 
tures are called for equal to the cost 
of the worn-out equipment at the time 
of replacement.™* 


A= railway company, in the 
opinion of the California com- 
mission, should be permitted to sub- 
stitute bus for rail service when this 
is the most practical and efficient 
manner under present-day conditions 
for continuing its transportation serv- 
ice since, as a fundamental principle, a 
utility in the field should be permitted 
to operate and serve its patrons in the 


7 


; “". . we may conclude that the companies will be al- 
q lowed, if they demand it, a fare which will meet the cost 
of service. Still, in many cases experiments with rate plans 
may eventually be the salvation of street railway service. 
Wise management in the presence of competition is required 


to retain patronage.” 
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most efficient and attractive manner. 
The fact that great competition will be 
offered to a stage operator is no rea- 
son for denying the right to substitute 
busses when the railway corporation 
was a pioneer in the field in the way 
of providing public transportation.” 

In determining whether a bus car- 
rier should be authorized to establish 
a route in competition with duplicate 
facilities of connecting rail and bus 
carriers, the general public conven- 
ience as measured by the service ren- 
dered by all the transportation facili- 
ties involved is controlling as a ques- 
tion of law, and not the particular 
convenience of certain classes of 
patrons or of patrons of a given local- 
ity, according to the Maryland com- 
mission. It was held that an order 
granting a certificate of convenience 
and necessity to a bus line to operate a 
through route by way of a ferry in 
competition with existing connecting 
facilities of railway, ferry, and bus 
carriers was not justified on grounds 
of public convenience by reason of the 
fact that it would save passengers, es- 
pecially during inclement weather, 
from walking a short distance and 
save the handling of baggage.*® 


HE Colorado commission ruled 
that the issuance of private car- 
rier permits is not mandatory, and the 


law does not require the commission 
to issue any and all private carrier 
permits regardless of the effect such 
issuance may have upon the public 
welfare and interest. 

An application for a motor vehicle 
permit was denied so far as it related 
to intrastate commerce, when such op- 
eration would be contrary to the pub- 
lic interest and welfare because of 
competition with common carriers, 
with further resulting impairment of 
their already diminished ability to 
serve the public in the manner im- 
posed upon them by law.” 


eres the recent development 
of regulation as applied to elec- 
tric railways, we may conclude that the 
companies will be allowed, if they de- 
mand it, a fare which will meet the 
cost of service. Still, in many cases 
experiments with rate plans may even- 
tually be the salvation of street rail- 
way service. Wise management in 
the presence of competition is required 
to retain patronage. 

Competition by regulated carriers is 
minimized by the prevailing belief of 
commissions that a company which 
tries to give good service by street 
car or bus is entitled to protection 
against less responsible and inexperi- 
enced newcomers—not for the sake 
of the company but the public. 
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“EFFECTIVE reform of abuses in business and finance must 
be undertaken through regulation and not through bureau- 
cratic dictation or government operation.” 

—HeErsBert Hoover. 
2 


“THE New Deal is not afraid to follow through to the in- 
evitable conclusion that if private capital will not perform its 
functions, public capital must and will.” 

—Harovp L. Ickes, 
PWA Administrator. 
4 


“THE trouble with rate-making bodies is that they are domi- 
nated by men who subconsciously represent the corporations 
they are called on to regulate in the public interest.” 

—EuGENE TALMADGE, 
Governor of Georgia. 
@ 


“THE greatest economic danger in the United States and 
Great Britain today, according to my observations, is psycho- 
logical. This lies in the fostering of the theory that the people 
should look to the government for support.” 

—JostaH STAMP, 
British Economist. 
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The Foolscap Handicap 
in Government Business 


Rep tape may keep public officials and others from running wild, but 

the extent to which it is employed would not, in the opinion of the 

author, be tolerated in normal business transactions. Some illustrations 

of fussy and cumbersome requirements in respect to Federal contracts 
for utility service. 


By ARCHER E. 


ED tape is said to be necessary 
R in government transactions in 
order to keep politicians and 
others involved from running wild. 
It does interfere, noisomely, however, 
with carrying on the proprietary busi- 
nesses with which the government ne- 
gotiates, especially in routine service 
dealings it has in the minor transac- 
tions with regulated public utilities. 
The distressing part about this rig- 
amarole is that it pops up every year, 
even if the service goes on without 
interruption or change. It might be 
sufferable if it came only at the in- 
frequent intervals at which the few 
large industrial power contracts are 
renewed. It might also be tolerable 
if so many of the government con- 
sumptions were not at-or close to the 
point of minimum revenue to the util- 
ities. 


| seeking for factual episodes upon 
which to base a portrayal of the 
cumbrousness of governmental red 


420 


KNOWLTON 


tape or paper work (as the Army calls 
it), one can take the assorted govern- 
ment agencies that operate in several 
of the coastal cities without necessar- 
ily disclosing the cities involved. 

Six episodes will be taken and they 
involve a utility company and the 
steam boat inspection service, the War 
Department, the Coast Guard, the 
Civil Works Administration, the 
lighthouse service, and a post office. 
Altogether the volume of business 
in gas and electric service rendered 
by the utility in question represents 
about $16,000 per year, just two serv- 
ices accounting for about 85 per cent 
of this total. 

Merely the samples of correspond- 
ence and printed forms in triplicate 
and even in quadruplicate (some su- 
perseded, others file copy) which ac- 
cumulated in connection with these 
matters represents enough area to pa- 
per the walls of a good sized room in 
a dwelling. Taking reasonable cost 
of preparing a letter and applying it 
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as well to filled out forms, the outlay 
on the part of the government agen- 
cies and the utility just to consum- 
mate and continue the transactions 
represents some appreciable percent- 
age of the total gross revenue which 
the utility derived from the services 
cited. 


wo steamboat inspectors had an 

office and naturally wanted elec- 
tric light. Either the office was small 
or else they were out on duty much of 
the time because the consumption of 
electricity led only to the minimum 
bill of $1 per month. 

In March of a certain year they 
signed an invitation that sealed bids 
would be received and duly opened 
for furnishing electric light service for 
the period of one year. The stand- 
ard form required that samples of the 
“items” be submitted, that prices be 
stated (with packing included), that 
the time of proposed delivery be stated 
in definite terms and a few other 
phrases utterly inapplicable to the 
elusive kilowatt hour. 

The utility company made out a 
sample bill in order to show the meth- 
od for charging, filed a copy of its 
rate schedule, submitted a copy of its 
standard application blank, and a copy 
of the form regularly used for record- 
ing meter readings. It then needed 
the signatures of the assistant direc- 
tor of the Bureau of Navigation and 
Steam Boat Inspection on two differ- 
ent occasions, the signature of the act- 
ing solicitor of the Department of 
Commerce and of the Secretary of 
Commerce before this picayune trans- 
action became valid. 


ene, the question of the 
NRA had been raised and, the 
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utility not having a code, it was nec- 
essary to file a substitute for the cer- 
tificate of compliance. 

The utility filed such a substitute 
but this was not in form acceptable to 
the department, so the inspectors 
advised the utility that one must be 
executed in the form agreeable to the 
Steam Boat Inspection Bureau before 
the renewed contract could be ap- 
proved. 

The utility rejoined with the an- 
swer that it had no authority to sign 
any other form of certificate of com- 
pliance than that which had been filed, 
closing with “we trust that after a re- 
view of this matter you will find a 
substitute for certificate of compli- 
ance signed by us acceptable.” Ap- 
parently the red tapers retreated and 
the incident tapered into insignifi- 
cance. 

But not for long, because it was 
hardly six months before the inspec- 
tors notified the company by telephone 
that service should be discontinued. 
Apparently the telephone is permissi- 
ble as the medium for terminating a 
contract before it expires but reams 
of paper are necessary before the 
transaction can be initiated and final- 
ly validated. The whole revenue to 
the utility from this service was not 
over $6. 


| jane ten years or more the electric 
utility had been supplying a quar- 
termasters corps wharf through a 5- 
ampere meter, the size most people 
have in their homes. The document 
which effected that momentous nego- 
tiation bore the signatures of a major 
and a colonel and embraced seven 
finely printed foolscap sheets before 
the utility company was duly bound 
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to deliver an estimated $320 worth of 
electricity. In order that the contract 
should not appear too laborious 
twelve of its twenty-eight provisions 
were erased. 

The interesting thing is that the 
following clause was deleted: “shall 
be governed by the rules applicable 
and on file with the state commission 
having jurisdiction in said matter or 
where not on file with the state com- 
mission then such matters”; but the 
clause: “shall be governed by applica- 
ble rules or codes of the U. S. Bureau 
of Standards” was allowed to stand. 
In effect the government had denied 
the jurisdiction and waived the pro- 
tection of the local regulatory body. 

Along came the depression and a 
new administration which soon set 
out to press for lower electric rates, 
regardless. One of its acts was to de- 
mand a 10 per cent reduction on bills 
to agencies of the War Department. 


A CIVILIAN employee at the local 
army office notified the com- 
pany that orders from Washington 
required that this rate differential be 
requested or demanded. The com- 
pany demurred and proposed a renew- 
al under the standard rate prevailing. 
When action had not been taken by 
the government as late as a day be- 
fore the contract year expired the 
company inquired about the status of 
things. 

The amazing reply was that the 


government had referred the matter 
to the public utilities commission. 
The same commission whose jurisdic- 
tion had always been denied, year aft- 
er year, was suddenly appealed to for 
support for an administration drive 
to embarrass the utilities. Little in- 
consistencies like that are quite com- 
patible with yards of red tape wrapped 
around even more yards of foolscap. 
Anyway the matter dissolved when 
the commission advised Uncle Sam 
that a hearing would be held, if de- 
sired, but that there seemed to be no 
basis for granting the discrimina- 
tion desired. 

Soon a lengthy document properly 
notaried came through from the War 
Department authorizing the renewal 
of the contract for one fiscal year, up- 
on the same terms and conditions. 
The contracting officer representing 
the quartermaster corps avowed that 
he “had served a notice of renewal by 
reading the same to said contractor or 
by offering to read the same to him 
which was waived and by leaving 
with said contractor a true copy there- 
of.” 


ust to make sure there were no un- 

due emoluments passed around, 
the signer had to swear that he had 
committed the government fairly 
without any benefit or advantage to 
himself or allowing any such benefit 
or advantage corruptly to the contrac- 
tors or any other person. The whole 


7 


oe the government agency elected to buy its lamps 

q rather than accept them without cost just because the gov- 
ernment did not get documentary proof that the lamp, while 
made in this country, did not have some scintilla of a com- 
ponent that originated in some other country.” 
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transactions would have taken one 
simple card and one signature if the 
customer had been an ordinary com- 
mercial firm instead of one of the bu- 
reaus of its majesty’s meticulous gov- 
ernment. 

But that was not all. Meanwhile 
the company made a voluntary reduc- 
tion in residential rates. The com- 
manding officer, unusually solicitous 
about governmental expenditures, got 
the idea the reduction applied to the 
dock service (a commercial classifica- 
tion). Company officials explained 
that a previous reduction had lopped 
20 per cent off the government’s bill. 
To protect himself the army captain 
needed eight copies of the new rate to 
convince the general staff that every- 
thing was right and proper. The gov- 
ernment seemed not to have noticed 
that the utility had reduced the rate 
in the middle of the contract year and 
automatically given the army the 
benefit. Had it been detected there is 
no telling how much confusion that 
would have caused for the form-filler- 
outers and swivel-chair generals to 
reconcile a rigidly contracted 10-year- 
old price with a downward drifting 
electric rate that knew no red tape. 

This all had to do with a govern- 
ment boat taking service from the 
shore during the period that it hap- 
pened to be tied up at the dock. 


A MASS of documents completed 


and uncompleted comprises 
the file in connection with rendition 
of electric service at a coast guard 
station for general purposes and for 
eleven 100-candlepower street lights 
on the reservation. 
Sealed bids in quintuple had been 
filed and publicly opened in accord- 


ance with the prescribed procedure. 
The local utility being the sole avail- 
able source it is just a bit amusing to 
find in this contract the clause “in case 
of the default of the contractors the 
government may procure the article 
and services from other sources and 
hold the contractors responsible for 
any excess cost encountered thereby.” 

This contract was renewed at about 
the time NRA was looming over the 
horizon and the company was required 
to say that it was complying and 
would continue to comply with the 
provisions concerning hours of labor 
and wages of approved codes of fair 
competition to which it was or might 
be subject. That was its substitute 
for a certificate of compliance because 
the utility was subject to the jurisdic- 
tion of the state commission which 
made its situation quite different from 
that of other competitive and unregu- 
lated industries. Several batches of 
forms with and without the code stip- 
ulations included were sent along in 
triplicate. 


| | eon though the utilities had no 
NRA code they by no means 
escaped its complexities. One simple 
example is the common practice of 
supplying lamp renewals as an ad- 
junct of the delivery of energy for 
lighting purposes. In the end the gov- 
ernment agency elected to buy its 
lamps rather than accept them with- 
out cost just because the government 
did not get documentary proof that 
the lamp, while made in this country, 
did not have some scintilla of a com- 
ponent that originated in some other 
country. 

It did not suffice for the utility 
company to file assurance that it 


423 








PUBLIC UTILITIES FORTNIGHTLY 





Are TVA Customers in for Red Tape? 


7 will be interesting to see whether, if the government really 

engages in rendering utility service by TV A or elsewhere, it 

will impose upon its customers as much excrescent formality as it 

forces upon utilities when it deals with them in the capacity of cus- 

tomer. If it does the yardstick will be busy measuring miles of red 
tape and not mills per kilowatt hour.” 





would continue to comply with the 
provisions concerning hours of labor 
and wages of approved codes of fair 
competition to which it was or might 
be subject. Apparently the moment- 
ous question hinged upon the more 
expansive problem—is a kilowatt hour 
and its appurtenances a commodity or 
a service? It could not be settled so 
Uncle Sam bought the lamp it could 
have had for nothing. 

P. S. The company file on this 
customer got thick with many sets of 
many duplicates of many forms that 
were filled in and edited but never 
signed. All the folderol faded away 
when the company advised the coast 
guard that it would supply electric and 
gas service in accordance with pub- 
lished schedules and “no further ap- 
plication is required.” - The govern- 
ment is getting service now on this 
basis, all the red tape having, in this 
single instance, been discarded. 


| penages Forms 1034 and S-12 
were just a few of the irritations 
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which peppered the dealings with 
CWA when it opened a local office. 
The same old question whether tung- 
sten lamps had been “mined in the U. 
S.” arose here. But much of the ex- 
change of documents and correspond- 
ence hinged about the fact that the 
authorized disbursing office for CWA 
had in some way exceeded his author- 
ity in signing for utility service which 
in two and one-half months ran up a 
bill of $2.43. 

Several extra forms were filled out 
on both sides before somebody could 
be authorized to pay this bill con- 
tracted by someone with curtailed au- 
thority. After much typed manceu- 
vering the government found that the 
electricity should all the time have 
been supplied by the previous occupant 
as part of the sublease. 

That was a devious way of termi- 
nating the involvement with the util- 
ity. The lessor finally paid the little 
bill because no one could be found 
who could sign the voucher authen- 
tically for Uncle Sam. 
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HE lighthouse service is another 

brilliant and beaming example of 
confusion several times compounded. 
Ten copies of the applicable rate 
schedule had to be filed with the light- 
house-keeping bureau when the deal 
began. That old NRA provision 
about origin of products crept into 
the case in midsummer 1933. 

To save friction the company con- 
sented to elimination of the lamp re- 
newal clause in the rate and ‘the gov- 
ernment again was pleased to buy 
what it could have had without cost 
except for a quibble over a technical- 
ity. 

The government kept insisting on a 
certificate of compliance with a code 
which did not exist (there was none 
for utilities) and finally the company 
gently reminded the superintendent of 
lighthouses that the contract automat- 
ically terminated very soon, implying 
that the lighthouse could hire fireflies 
if it did not want to buy electricity as 
ordinary citizens did. Bills continued 
to bounce back unpaid, however, and 
then Hugh L. Johnson, with a stroke 
of the pen, relieved the utilities of 
these obligations in August, 1934. A 
month later the lighthouse bureau was 
still insisting on a certificate of com- 
pliance but ultimately acquiesced in 
the company’s interpretation of the 
Johnson release. 

Most startling of all the ramifica- 
tions of this service was the receipt 
by the company of a letter which an- 
nounced renewal of the service con- 
tract but with a hypothetical clause 
that was both problematical and sup- 
positious. “It is understood that it 
is the intention of the President to 
submit to Congress at an early date 
legislation” about minimum wages 


and child labor. In other words, the 
company was being asked to bid on 
an “intention” and commit itself to 
any subsequent legislation by making 
the renewal contract subject to modi- 
fication to accord with such statutory 
requirements. In view of some of 
the legislation, that looks like a large 
and hazardous commitment, entirely 
apart from the innovation which it in- 
jects into established contract law. 


| gene elaborate specifications for 
electric service are stipulated by 
the Post Office Department. One 


clause is as follows: 

Attention is called to the fact that the 
sites of Federal buildings are extraterri- 
torial, the states having ceded jurisdiction 
over the same by virtue of which they are 
exempted from all state, county, and mu- 
nicipal ordinances, taxes, assessments, or 
regulations. 


Also: 


Agreement, therefore, cannot be made to 
maintain wiring in accordance with local 
regulations, or to secure the consent of 
municipalities, or lighting or power com- 
panies to change the number, sizes, or types 
of lamps or other electrical appliances which 
are or may be placed in use. 

It was not, however, the inclusion 
of these provisions so much as the in- 
sistence again of the government up- 
on the submission of a certificate of 
compliance with a nonexistent code 
which led to an impasse that was 
finally ended when the Post Office De- 
partment decided to abandon all the 
red tape and accept the company’s of- 
fer to render service under the pub- 
lished schedules and regulations with- 
out the formality of contract in elabo- 
rate form. 


[ the customer had been an indi- 
vidual or a small business instead 
of majestic government the entire 
galaxy of transactions reported here 
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would probably not have involved 
more than two or three letters beyond 
the company’s usual routine of appli- 
cation blanks and records as devel- 
oped for all customers. Here, how- 
ever, the record was inches thick and 
90 per cent of the accumulation of 
correspondence looks superfluous. 

A kitten with a ball of yarn could 
hardly have created a more amusing 
spectacle than this batch of letters and 
documents because in several instan- 
ces the local government agent saw 
the futility of the folderol and ulti- 
mately secured official sanction for 
some devious method of short-circuit- 
ing all the complexities of red tape. 
If contracts could be waived, disput- 
ed jurisdiction of regulatory bodies 
finally acknowledged, lamps accepted 
free even though the vacuum in them 
may have come from Borneo, and 


even though the momentous contracts 
stipulated rigid adherence to a con- 
tractual rate, it seems that some of 
the contradictory moves could have 
been waived in the first instance. 

All the travail had to be suffered, 
however, in the name of officialdom. 
Not to exaggerate greatly, if an equal 
amount of “monkey business” had to 
be gone through with every customer, 
the utility would need about as many 
clerks and typists as it has customers. 

It will be interesting to see wheth- 
er, if the government really engages 
in rendering utility service by TVA 
or elsewhere, it will impose upon its 
customers as much excrescent formal- 
ity as it forces upon utilities when it 
deals with them in the capacity of cus- 
tomer. If it imposes a like formality 
the yardstick will be busy measuring 
miles of red tape and not mills per 


voluntary rate reductions accepted kilowatt hour. 





Curious Items about the Wire Utilities 


At the beginning of 1935, about 30,700,000 telephones on six con- 
tinents, or 93 per cent of the world’s total, were within reach of 
practically any Bell telephone in the United States. 


No foreign city has a better telephone development than the first 16 
leading cities in the United States. In this country there are 53 cities 
with more than 200,000 inhabitants. Here is found.an average develop- 
ment of more than 19 telephones for each 100 people. 


WASHINGTON with 35.31 telephones for each 100 people is the best 
developed city from a telephone standpoint of all the large cities of 
the world. It is closely followed in telephone density by San Francisco 
with 35 telephones for each 100 people and Stockholm, with 31.95. 
Vancouver, British Columbia, has 27.51 telephones per 100 population. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Dr. Frank B. Jewett 
Vice President, American Tele- 
phone and Telegraph Company. 


Davin SARNOFF 
President, Radio Corporation of 
America. 


GerorcE HupDLESTON 
U. S. Representative from 
Alabama. 


P. S. ARKWRIGHT 
President, Georgia Power 
Company. 


Editorial Statement in the New 


Republic. 


Joun J. KirKPATRICK 
Manager, Gas and Electric Depart- 
ment, City of Holyoke, Mass. 


F. A. WoopwortTH 
General Manager, Freemont 
(Neb.) Gas Company. 


EuGENE TALMADGE 
Governor of Georgia. 


Burton K. WHEELER 
United States Senator from 
Montana. 


—MONTAIGNE 


“Television is a thing way in the future.” (July, 1935.) 


> 


“Television is just around the corner.” 
1930.) 


(November, 


* 


“The Senate version of the holding company bill is just 
plain crazy.” 


“Every business man I know distrusts the Federal 
government.” 


* 


“There are times when a judiciously considered ille- 
gality on the part of a public official is not .altogether 
bad.” 

= 


“To be perfectly frank I think that most Fed- 
eral, state, and municipal officials have gone ‘nutty’ on 
electrical affairs.” 


> 


“T have observed that practically all regulatory meas- 
ures regarding utilities have been enacted by politicians 
or parties not interested in the ownership or operation of 
the companies.” 


* 


“If you add to the cost of power the loss in taxes that 
the property fails to pay, and the loss in taxes on other 
property to carry on this same activity, you will readily 
see that power from the TVA will be more expensive 
than any other power.” 


* 


“The holding company bankers and managers have no 
more use for the present crop of widows and orphans 
who happen to own their securities today or for the crop 
of widows and orphans who may own them tomorrow, 
than they had for the widows and orphans and scrub 
ladies they ruined in 1929.” 


427 








The Steady Demand 
for Rural Electrification 


No. 3. 


Making It Pay 


An Arkansas utility’s method of attacking this difficult prob- 

lem from an unusual angle which in the opinion of the au- 

thor may usher in a new day for the farmer and rural 
electric service. 


By WILLIAM McCOMB 


AN rural extensions be made to 
C pay? This question on occa- 
sion has aroused as much 
acrimony as finesse in contract. Some 
tycoons of the utility industry have 
found themselves far from placid 
after discussing the multiplying angles 
of rural development. A few, after 
a wordy encounter with their man- 
agers over ways and means to get 
country business, have been known to 
display no elation on bettering par in a 
foursome, even to the extreme of not 
playing the nineteenth hole. 

But now and then an electric com- 
pany will challenge circumstance by 
undertaking rural extensions. How 
one southern utility is attempting rural 
electrification inspires this story. 

As a subject for debate, the de- 
sirability of electric energy on the 


farm has been about talked out. Vol- 
umes have been written and fervid 
oratory no end released to prove the 
value of electricity to agriculture, 
while no one who knew much about 
farm life has displayed any remark- 
able vigor contesting the truth of it. 
The really important question of how 
the farmer could find the money to 
pay for the service, has been too often 
ignored as trivia, unworthy of atten- 
tion in a billion dollar age. 

Unfortunately for the validity of 
the conclusions of many wishful 
thinkers, rural electrification in a 
pecuniary economy cannot be accom- 
plished by either emotional frenzy or 
political urge alone. An apparently 
brave start may be made, but it will 
fail to generate adequate motive pow- 
er to go far. 
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_ utility business excites but 
one basic inquiry, will enough 
customers connect with the line and 
purchase sufficient current to make the 
line pay? This resolves itself into 
the more complicated problem, can 
those along the line, with the income 
they have, afford the service? Or, 
stated another way, can the central 
station afford to furnish the energy 
cheap enough to permit its use, by 
those along the line, in volume great 
enough to support the line. 

It will serve neither rural America 
nor the utility industry to be carried 
away on a wave of enthusiasm over 
the benefits of brighter homes and 
easier living for country dwellers by 
having electric buttons on the walls of 
the house and a power switch in the 
barn. Whether electric service is fur- 
nished by a private company or by a 
government agency it must, if used, 
be paid for by someone. If supplied 
by a public authority, the losses, either 
through too low rates or too small 
sales of energy, can be absorbed and 
the resulting deficit met by taxation. 
This method of balancing the books is 
denied the privately owned company. 
If its lines do not pay, the investors in 
its securities are the only ones left to 
hold the bag. The final outcome in 
either case is the same. 


Loss in carrying on a business is a 
loss no matter what it is called. 
In the government-owned enterprise 
the loss falls on the public, while in 
a privately owned undertaking it rests 
on a limited group of the public who 


are investors in the business. In the 
instance of the government operation, 
the loss through too low rates or lack 
of volume takes away from all for the 


benefit of a favored few, while in a 
private business it takes from one part 
of the public to aid another part. In 
neither case can such operations be de- 
fended on other grounds than emo- 
tion? Certainly not as either sound 
business practice or good business 
morals. 

And this is all the ethical or political 
discussion in this story. If the moral, 
if there be one, is not clear by now it 
best remain obscure. 

So, after all “the tumult and the 
shouting dies” about the social value 
of rural extensions and the probable 
financial returns, the utility is back 
face to face with the old question— 
can the farmers buy the equipment 
and pay for the service? 

Recognizing that the purchasing 
power of its prospective customers is 
the most important factor in its rural 
extension program, the Arkansas 
Power and Light Company is attack- 
ing the problem from this obvious 
angle. It is undertaking to increase 
the available income of its farm 
patrons. 


His Arkansas utility, although 
not entirely home owned, is home 
managed in the best sense of the word. 
Its president, Harvey C. Couch, for- 
mer director of the Reconstruction 
Finance Corporation, and many of his 
associates are, like the Arkansas pines, 
indigenous to that state. These men 
know the small farmer and his needs, 
and after many years of study of rural 
electric service problems, they believe 
they have at last come upon a plan 
whereby rural extensions can be made 
to pay. 
One of the factors which has handi- 
capped rural extensions in their ter- 
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ritory has been the substantial increase 
in urban population, while rural popu- 
lation has gained but little and in some 
sections has decreased. At the same 
time, owner occupancy has decreased 
and tenancy increased. The census 
shows that during the last twenty-five 
years farm tenancy in Arkansas has 
increased almost one third. In 1910 
one half of the farms were occupied 
and tilled by tenants. This figure has 
now increased to around 65 per cent. 
Tenant farming as a rule does not lead 
to either increased fertility or better 
farming methods with larger cash in- 
comes. Naturally, this change in 
character of farm occupancy has com- 
plicated the rural extension problem 
by reducing the potential market for 
service. 

Against these multiplying adverse 
changes in rural life, other movements 
were under way that worked to the 
utility's advantage in extending its 
lines into the country. These created 
demand for the benefits furnished by 
electric energy. Two of these forces, 
and most potent, were good roads and 
convenient high schools and junior 
grade colleges. In these institutions 
boys and girls from the farms learned 
the use and value of electricity, while 
good roads enabled the farmers and 
their families to go to town oftener 
and learn new methods. 


e 


uT good roads and better educa- 

tional facilities do not increase 
farm purchasing power generally. 
This is particularly true of the little 
farmer. Regardless of what may be 
done for the big staple crop producer, 
the small farmer is back in the slack 
water with cash income in the subzero 
bracket. 

Therefore, the Arkansas utility de- 
cided that the only practical way to 
bring about profitable rural service 
would be through active participation 
by the power company in helping the 
small farmer increase his cash income. 
Thus was born the present plan of 
rural extensions. 

In Arkansas, those on the little 
farms do not share to any great extent 
in the agricultural prosperity that 
comes from price increase in rice and 
cotton, because they produce none of 
the first and little of the second. And 
in this connection it must be kept in 
mind that the small farmers not only 
greatly outnumber the exclusive rice 
and cotton farmers but, in the aggre- 
gate, exceed them in area cultivated. 
The little farmer is of great economic 
importance, in fact, much more than 
he is usually credited with. 

The Couch utility interests are not 
altogether novices in rural service. 
During the development of the busi- 
ness in the three states, Arkansas, 


dustry to be carried away on a wave of enthusiasm 


q “Ir will serve neither rural America nor the utility in- 


over the benefits of brighter homes and easier living for 

country dwellers by having electric buttons on the walls 

of the house and a power switch in the barn. Whether elec- 

tric service is furnished by a private company or by a gov- 

ernment agency it must, if used, be paid for by someone.” 
430 





THE STEADY DEMAND FOR RURAL ELECTRIFICATION 


Mississippi, and Louisiana, more than 
5,000 farm connections have been 
made, 2,000 of which are in Arkansas. 
These farm customers who have come 
along incidental to the company’s 
regular urban development have dem- 
onstrated very often what electric 
energy can do to improve farming 
methods, lighten labor, and increase 
income on the small farm. 


_ the small farmer can enjoy 
the benefits of rural service, 
however, means must be found by 
which he can pay for wiring, purchase 
equipment, and afterwards pay for the 
service. The Arkansas utility believes 
this can be accomplished under its 
plan of long-time credit for wiring 
and apparatus with a part of the debt 
being paid by labor by the customer 
and subsequent aid working out im- 
proved farm methods, including better 
strains of live stock and poultry, and 
assistance in marketing the product. 
Briefly, the whole plan is codperative 
between the company and its rural 
customers. 

While the ability of the farmers to 
pay for the service is essential to the 
success of any rural program, there 
are many other problems to be solved 
in any attempt to take electric service 
to farming communities. 

“There are so many questions in- 
volved in rural extension that it is for 
this reason we are beginning our pro- 
gram in a comparatively small way,” 
Mr. Couch explains. “If we solve 
these problems, as we believe we will, 
we hope to put our plans on a state- 
wide basis, thus giving service to 15,- 
000 farms in the state. Our surveys 
show this will require 3,500 miles of 
line in our 55 counties.” 


O™= of the big problems of any 
rural electrification project is to 
keep line construction cost down. Es- 
pecially is this true in the Arkansas 
development where the utility is work- 
ing on the basis of a minimum of 
three connections to the mile of line. 
The company’s engineering depart- 
ment, however, is getting splendid co- 
Operation from manufacturers. To- 
gether they are working out a low cost 
but rugged transformer, a_ special 
cross-arm bracket that will permit of 
longer pole spacing, and other equip- 
ment. One wire mill is working on an 
aluminum-copper conductor that will 
further reduce cost. 

The missionary work to create de- 
mand by the farmers for the service 
is one of the most interesting features 
of the Arkansas electrification plan. 
The farm families are invited to meet 
with representatives of the company 
who try particularly to interest the 
farmer’s wife and daughters because 
they are called on to do most of the 
lamp cleaning, washing, ironing, wa- 
ter carrying, and sweeping. As such 
groups learn of the plans to furnish 
them with electric service which will 
lighten these farm home burdens, they 
respond with encouraging enthusiasm. 
Committees are appointed to assist by 
securing rights of way without cost 
and signing up customers. Under the 
Arkansas plan, the utility will go to 
any community in its territory that 
furnishes the right of way and three 
customers to the mile of line. 


. | ‘HE program, according to Presi- 
dent Couch, is succeeding better 
than anyone had hoped. Started at 


Prattsville, Grant county, a few 
months ago, a dozen lines are already 


431 








PUBLIC UTILITIES FORTNIGHTLY 








Missionary Work a Feature of Electrification 


¢ HE missionary work to create demand by the farmers for 
the service is one of the most interesting features of the 


Arkansas electrification plan. 


The farm families are invited to 


meet with representatives of the company who try particularly 
to interest the farmer's wife and daughters - 





under way. “It gives me a thrill,” 
Mr. Couch said recently, “to know 
that soon we will be extending into 
Calhoun, Columbia county, where my 
father’s farm was located and where 
I was raised and did the chores. My 


experience tells me electric energy will 
relieve many a farm boy from a lot of 
hard digging.” 

Under the Arkansas Company’s 
plan the village rate will be charged 
customers on the rural extensions. 
These rates are: 


$1.25 service charge on four rooms 
and 10 cents for each additional room 
plus 6 cents per kilowatt hour up to 
40; 5 cents for the next 110, 3 cents 
for the next 200, and 2 cents for any 
excess. 


The company will assist the cus- 
tomer in wiring his buildings (Na- 
tional Fire Underwriters Code Speci- 
fications ) and sell the necessary equip- 
ment on long-time credit. It is esti- 
mated that the cost of wiring an aver- 
age farm home, including 10 outlets 
together with an iron, churn, and au- 
tomatic water system, will be about 


$125. The initial 10 per cent pay- 
ment and the $5 deposit required of 
all customers can be paid by common 
labor by the customer. The balance 
may be met by monthly instalments up 
to 36. It is the hope of the company 
that it may be possible to furnish ad- 
ditional work so that, at least, a part 
of the deferred payments may be met 
by labor. 


HAT this Arkansas program, in- 
volving 3,500 miles of distribut- 
ing lines, if carried through, assumes 
the proportions of a major operation 
on the company’s treasury, all will ad- 
mit. It amounts to the tidy sum of 
$3,500,000 which, even in this super- 
lative financial age, is not to be scoffed 
at. Already $150,000 have been ex- 
pended ; and only a start made. 
Connecting the farmer’s home to 
the company’s lines, providing him 
with the most useful electric devices 
on credit, and giving him work to help 
pay for them are essential parts, but 
far from all of the Arkansas Power 
and Light Company’s program. Suc- 
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cess could hardly be hoped for, its 
officials contend, if they considered 
the job done when electric facilities 
were made available to the farmer. 
With them alone, there is no assurance 
that the farmer will become a profit- 
able customer; and therein lies the 
solution of the company’s rural elec- 
trification problem. As it will cost the 
company around $350 for each rural 
home connected, it will readily be seen 
that the present monthly bill of $2 to 
$3 can scarcely compensate the utility 
for this undertaking. Therefore the 
big job is to help the customer find 
means, through using the service, to 
pay for his equipment and energy util- 
ized in increased quantity. 


it is said of the Arkansas farmer 
that he may have a comfortable 
house and well-stocked smoke-house 
and cellar, yet have no cash. Certain- 
ly in most cases the few dollars each 
month necessary for electric service 
is a difficult hurdle for the average 
small farmer. Consequently the util- 
ity’s success depends upon helping the 
farmer get a little extra cash. 

One of the interesting methods of 
increasing the farmer’s income being 
tried by the company is the promotion 
of more and better fowls on the farm. 
More hens more eggs, more eggs more 
cash, more cash more kilowatt hours. 
This plan is well fortified by actual 
evidence. The state does not produce 
as many eggs as it consumes. A large 
number of farms in the company’s ter- 
ritory raise no chickens and others do 
not have as many eggs as they should 
have for balanced diet—let alone any 
to sell. As the same is true of milk, 
cream, and butter production, the plan 
might also be applied to such produce. 


In referring to the company’s plan to 
encourage the farmers to raise more 
hens, Mr. Couch says: 

“When a boy I traded guinea eggs 
for a pair of pigeons I wanted. Un- 
fortunately we cannot arrange a sim- 
ple barter of kilowatts for eggs, but 
I do believe we can be useful in help- 
ing the producer of the eggs to dispose 
of them, without the intervention of 
too great profit taking, and pay us for 
our kilowatts the money he receives.” 


HE Arkansas Company is plan- 

ning to establish a department in 
rural engineering and farm marketing 
and expects to work very closely with 
the agricultural extension agents and 
home economic groups from the Ar- 
kansas University and the United 
State Department of Agriculture in 
developing better strains of fowls and 
more productive breeds of dairy cattle 
by culling out poor producers and sub- 
stituting higher grade stock. The 
company also hopes to have estab- 
lished central depots where farmers 
can bring their light products, have 
them graded and marketed at the low- 
est cost to them and the highest net 
cash return. Plans for small central 
hatching and freezing plants are being 
studied. 

“Above all,’ President Couch says, 
“we hope to stimulate crop diversifica- 
tion and soil improvement. We are 
trying to have electric service on the 
farms in our territory justify itself in 
more ways than simply an increased 
business for the company.” 

The small farmer with whom farm- 
ing is more a mode of life than a busi- 
ness has had extremely thin soup these 
many years. The big producers in 
agriculture with cooperatives and rath- 
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er much legislative mothering are well 
looked after compared with their small 
brethren. 

All of this is reflected on the little 
farm by antiquated tools and methods, 
second-grade live stock, poorer yields, 
run-down land and buildings, and little 
cash returns. 

The Arkansas Company’s 
holds much promise for these. 


plan 


HE wide spread between the price 
the farmer has been, through ne- 
cessity, forced to accept for his prod- 
ucts and the price paid by the consum- 
er has never suffered a direct frontal 


attack from any of the numerous self- 
constituted friends of the farmer; at 
least enough of an assault to cause the 
spread to shrink sufficiently so one can 
notice. 

It may be that this Arkansas utility, 
by going after the farm problem from 
an overlooked angle, is pointing the 
way for better days down on the farm. 

Perhaps the lights that flashed 
bright at Prattsville at the initiation 
of the Arkansas Company’s rural elec- 
trification program may be the first 
gleam ushering in a new day for the 
small farmer and for rural electric 
service. 





25,000 Electrical Accidents 


rN analysis made covering a period of eight years in several 
utility companies indicates that when this year 1935 has 
drawn to a close you will learn that out of every 100 em- 
ployees’ accidents, the tabulation will be as follows: 

This analysis indicates that it may be expected that out of 
every 100 accidents in the electric companies, 2 persons will 
have been bitten by animals or insects; 10 will be burned; 5 
will be hit by falling material; 12 by flying objects; 1 will be 
overcome; 25 will suffer injury through the handling of ob- 
jects; 1 will suffer prostration ; 3 injured by machines; 1 may 
be afflicted with occupational disease; 6 will be hurt stepping 
on objects ; 9 will be injured striking objects ; 11 will be hurt 
with tools; vehicles will injure 3; and only 1 will be injured 
by a miscellaneous cause. 


Out of every 100 cases of failure to report accidents you may 
expect one in every 10 of those to develop an infection. 
—Pustic Utinities SEcTION, 

National Safety Council. 
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Financial News 


and 
Comment 


By OWEN ELY 


The New Federal Utility Act 


XN this writing copies of the utility 
act in its full text are not avail- 
able, and as final revision by the Con- 
ference Committee affected several pro- 
visions besides the “death-sentence,” de- 
tailed comment regarding its financial 
implications must be deferred. 

Title I largely entrusts the settlement 
of the holding company issue to admin- 
istration of this portion of the act by 
the Securities and Exchange Commis- 
sion; and since considerable latitude is 
given the commission, its personnel and 
attitude will doubtless prove a consider- 
able factor in the enforcement, and 
more particularly in the timing of the 
campaign against holding companies. 
Hence the great interest in press rumors 
regarding the possible resignation of 
Chairman Kennedy, in the recent ap- 
pointment of J. D. Ross, as well as in 
the question whether Robert E. Healy 
and James M. Landis will be reappoint- 
ed (their commissions expire before 
1938). Mr. Ross (recently a consulting 
engineer of the PWA) was for many 
years an enthusiastic sponsor of munici- 
pal ownership, in charge of the Seattle 
municipal system, whose operations he 
continually and successfully sought to 
expand. 

There are three stages in which the 
constitutionality of Title I may be test- 
ed: (1) some companies may bring 
suit after October Ist this year on the 
ground that registration with the SEC 
(required between October Ist and De- 
cember Ist) involves agreement to “ac- 


cept” compliance with all provisions of 
the act; (2) the question of elimination 
of profits from supervisory contracts 
about April lst next year might furnish 
another issue; and (3) the test regard- 
ing any dissolution orders against hold- 
ing companies which the SEC may issue, 
can hardly be taken to the courts until 
1938 (dissolution orders cannot be is- 
sued until January Ist of that year, 
and necessary hearings and proceedings 
might delay court tests until well into 
that year, or 1939). 

Under Title II the Federal Power 
Commission will undertake to regulate 
operating companies whose connection 
with interstate transmission of power 
might make them amenable to Federal 
discipline. The constitutionality of this 
section might well hinge on the old ques- 
tion as to whether transmission of elec- 
tricity over state lines constitutes “inter- 
state commerce” in the meaning of the 
Constitution; although § 1, of Title I 
stresses other interstate activities such 
as security sales, use of the mails, etc. 


I“ the past decade the growth of “su- 
perpower” has been hailed as one of 
the great modern engineering achieve- 
ments—the interconnection of many 
great properties so that current flows 
naturally to the point where it finds 
greatest use at any particular hour, just 


as water seeks its lowest level. Hun- 
dreds of millions of dollars have been 
expended to. build up this widespread 
net of interconnections because “peak 
loads” in different sections frequently 
come during different periods of the day 
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or night. Moreover, interconnection 
has proved a great aid when one section 
suffers from drought, or other seasonal 
or emergency interruptions to the gen- 
eration of hydroelectric power, thus sav- 
ing much of the expense of maintaining 
auxiliary steam plants. 

Must the utility industry, if it wishes 
to avoid Federal regulation of operating 
companies paralleling and conflicting 
with state regulation, now return to 
“The Horse and Buggy Era,” recon- 
structing its operations on an intra- 
state basis and cutting off all “super- 
power” connections at state frontiers? 
This has already been done by the Hart- 
ford Electric Light Co. and the Con- 
necticut Power Co., Chairman Samuel 
Ferguson having ordered immediate 
discontinuance of reciprocal service 
with other companies despite the esti- 
mated loss of $2,000,000 to $3,000,000 
annually which had been saved by buy- 
ing cheap electricity (when needed) 
across state lines. The Connecticut com- 
panies have ample facilities of their own 
to produce power for their consumers 
but will no longer be able to buy on a 
“bargain basis” from other companies. 

It is difficult to predict to what extent 
other companies may follow suit in ad- 
vance of a test of the constitutionality 
of the act, but the following from the 
New York Sun is of interest: 


The ill wind of the public utility holding 
company regulation act is expected to do 
some good to power and light construction 
industries. Already the cutting of inter- 
state transmission services has begun, and 
it is expected that it will go a good deal 
further for by keeping operations wholly 
intrastate a utility company will escape the 
Federal regulation and possibly dissolution. 
That will mean considerable changes in 
plant operation. 

Many public utility systems spent mil- 
lions of dollars in building high transmis- 
sion lines and effecting arrangements with 
other companies for exchange of electric 
current. In many instances such arrange- 
ments were made merely for occasional use, 
to carry peak loads. In any event, a good 
deal of new plant construction now must 
be undertaken, partly of a stand-by nature. 
Power plants, public utility executives be- 
lieve, will be constructed in many parts of 
the country as a substitute for interstate 
transmission of electricity. The whole busi- 


ness will prove to be costly, but economic 
waste seems to be of no moment when it 
stands in the way of New Deal ideas on 
Federal government management of every 
detail of private enterprise. Meanwhile the 
market for the electrical supply, steel, 
cement, and building companies ought to 
find some new business, to say nothing of 
the new financing market. 


* 


New Capital Utility Financing 
in 1935 Negligible 


URING the first seven months of 
1935 security issues in the United 
States, as compiled from tabulations of 
the Commercial and Financial Chronicle, 
have totaled as follows (in millions of 
dollars) : 


New 

Capital Refunding Total 
Utilities $603 
Railroads 58 85 
Manufacturing & 

Misc. 315 423 
Municipal, etc.* . 216 692 
U. S. Treas. & 

Fed. Agencies . 1,317 7,040 8,357 


$8,212* $10,160 





* Includes municipal, states, cities, etc., and 
U. S. Possessions; does not include funds 
obtained by states and municipalities from 
any agency of the Federal government. 


From the above it appears that of 
the new capital raised in the first seven 
months this year, the Federal govern- 
ment or its agencies, together with 
states and municipalities did about 91 
per cent and private business only 9 
per cent. 

Despite the large amount of refund- 
ing issues, “new capital” financing of 
utility companies for the first seven 
months of this year is the smallest in 
many years. It compares with that for 
the previous seven years as follows: 


$1,072,156,438 


Thus far the utility companies have 
been “living on their fat” so far as ex- 
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pansion of plant facilities is concerned, 
but now, with output of electricity run- 
ning in excess of 1929, new plants may 
soon prove a necessity. Basil Manly, 
acting chairman of the Federal Power 
Commission, recently suggested after a 
visit to the White House that utility 
companies should spend about $2,000,- 
000,000 for increased power generating 
equipment in the next year. Some of 
these expenditures can perhaps be made 
by depriving stockholders of dividends, 
but how can the balance be obtained if 
investors refuse to buy new securities? 
It is true that the largest operating com- 
panies with prime credit have beeen able 
in recent months to offer their first 
mortgage bonds on about a 4 per cent 
basis; and it is probable that some of 
the best of them may be able to offer 
junior securities to raise new funds on 
a 5-7 per cent basis. 


, eH medium-sized and smaller op- 
erating companies—those which 
the holding companies were formed to 
aid in gathering new capital—may, how- 
ever, have considerable difficulty in get- 
ting new money. If that is the case, 
possibly in a year or so, the failure of 
these companies to efficiently deliver the 
increased peak load of current may re- 
sult in a popular demand for municipal 
plants—which would, of course, be in 
line with present Federal trend to a 
Socialistic régime of government owner- 
ship. Meanwhile the whole industry 
will suffer from the inability to install 
the latest and most efficient devices de- 
veloped. by the research departments of 
General Electric, Westinghouse, and 
other laboratories, just as the railroads 
have suffered from their inability to re- 
place obsolete motive power and equip- 
ment because of the public funds 
lavished on highways. 

The Wall Street Journal comments 
editorially as follows: 

Unfortunately, Mr. Manly allowed Wash- 
ington reporters a glimpse into the psy- 
chological background from which he had 
extracted his message of sweetness, light, 
and prosperity. This occurred when he 
took time to suggest that he thought the 
threat of municipal power projects, financed 


by Federal funds, would act as a stimulant 
to private company expansion. 

This, of course, is good New Deal doc- 
trine. Private capital flourishes best in an 
atmosphere of clubs, yardsticks, intimida- 
tion, and uncertainty. It rushes pell-mell 
into the field where danger calls the loudest. 
It blooms prodigiously and bears its richest 
fruit in the stormiest of weather. Your 
private capitalist is, at heart, a thrill-seeker 
and he thrives on the shivers of possible 
expropriation rather than such dull, stodgy 
things as income prospects and long-term 
security. 

The only possible drawback to this doc- 
trine is just a faint suspicion among those 
who are more or less familiar with the 
workings of the American economic sys- 
tem that it might not be entirely true. In 
fact, there are some who would—and do— 
venture the opinion that it is cockeyed. 


* 


New York City to Vote on 
$45,000,000 Municipal Plant 


oTH the board of estimate and the 

board of aldermen have now ap- 
proved the Power Plant and Referen- 
dum Bill for New York city and Mayor 
La Guardia has promptly signed it after 
a perfunctory hearing. It is thought 
that the mayor will actively campaign 
for approval of the act, one of his fa- 
vorite projects. 

The board of estimate, before voting 
on the referendum, rejected an amend- 
ment by the borough president of 
Brooklyn which would have expanded 
the “yardstick” power system into a 
$495,000,000 city-wide system. 

If the referendum is approved by the 
voters in November the city will ask 
the legislature to set up a local authority 
to build and operate the power system, 
which would supply about one tenth of 
the electricity consumed in New York 
city. Since the referendum proposal 
provides that the power system shall 
not be a city obligation, the authority 
will have to raise the necessary funds. 
Several months ago the mayor obtained 
a tentative promise of PWA funds for 
his project, but later it was reported 
that PWA funds were no longer being 
reserved. 

The mayor has been quoted by the 
New York Times as follows: 


437 





PUBLIC UTILITIES FORTNIGHTLY 


Power is such a necessity of life that it 
cannot be left to private monopoly. This 
is not an individual enterprise here in New 
York city, but one which has been put into 
effect by governments all over the world, in- 
cluding our own. 

The ingenuity of the utility managements 
in devising accountancy theories and book- 
keeping acrobatics has reached such a de- 
gree of perfection that regulatory bodies 
are simply helpless under the law. If one 
took the same formula, the same expectan- 
cy of returns, the same capital structure 
used by the companies now furnishing New 
York city with power, and applied them to 
the ale and distribution of water, water 
would cost four times what the city now 
charges, notwithstanding the temporarily 
high rates today—rates which we expect to 
reduce as soon as the city’s financial condi- 
tion permits. 

The building of a municipal power plant 
will not pledge the city’s credit. It will not 
add to the debt limit, and it will not add a 
penny to the city budget. An authority, 
such as the Port Authority, can be set up 
outside of the city financial structure. 

As an engineering proposition, as a finan- 
cial undertaking honestly administered, it is 
possible to sell current in New York city 
at 30 to 40 per cent less, at the same time 
holding down taxes, protecting bondholders, 
and providing for amortization and depre- 
ciation. We will meet any test and furnish 
consumers within the area of the Man- 
hattan power plant with power for cooking 
as well as light, and also bring down rates 
to the consumers of the entire city. 


The last few words supply the key 
to the mayor’s motive. A $45,000,000 
plant is to be built and operated, dupli- 
cating present facilities, merely to force 
lower rates. If subway building is any 
guide, a $45,000,000 plant might well 
cost $100,000,000 or more before com- 
pletion—and how many years’ rate-sav- 
ings would it take to pay this bill? 

President Frank W. Smith of the 
Consolidated Gas Co. is quoted as fol- 
lows: 


What is the mayor’s proposal in a nut- 
shell? He proposes to build a plant to fur- 
nish electricity to the richest people in 
New York—those who live on the upper 
East Side, and those who do business in 
the Grand Central district. 

He proposes to increase the taxes of all 
the other citizens of all the other boroughs 
in order to raise the $45,000,000 or $49,500,- 
000 to pay for his experiment, and to make 
up for the loss of taxes which our com- 
panies now pay. The people of the city will 
pay these increased taxes in rent, in the 


price of food and clothes, in the cost of 
living. 

He proposes to throw thousands of our 
own companies’ 48,000 employees out of 
work; he proposes to endanger the invest- 
ment in our companies held by savings 
banks, insurance companies, churches, col- 
leges, and 120,000 investors—most of them 
small. 

These companies would be false to their 
48,000 employees, false to their stockholders, 
and false to their customers if they allowed 
this political manceuvre to prevail. 


* 


San Francisco Must Build 
Municipal Plant 


s }~ city of San Francisco obtains 
electric power from the Hetch- 
Hetchy dam and sells it to the Pacific 
Gas & Electric Co. Secretary Ickes has 
now rendered a decision regarding the 
legality of this arrangement, an issue 
which has been before his department in 
one form or another for the past twelve 
years. He holds that under the terms 
of the Raker Act of 1913 the city was 
not permitted to resell its power to a 
corporation, and that sufficient time has 
now elapsed to make permanent ar- 
rangements for the municipal use of the 
current. Hence he suggests that the 
city should either by two-thirds vote 
issue bonds to finance a distribution sys- 
tem, or else amend the charter to allow 
the city to issue such bonds by simple 
majority vote. Secretary Ickes took 
occasion to point out, in reviewing the 
history of the case, that Pacific Gas & 
Electric had expended some $45,000 in 
opposing proposed bond issues sub- 
mitted to the voters in 1930 and 1933. 


a 
TVA Suit Goes to 


Supreme Court 


ORNEY Johnston, counsel for the 
Alabama Power Co., has contested 
the decision of the fifth circuit court of 
appeals which ruled for the government 
in the suit of the company’s stockhold- 
ers against the TVA, having filed a 
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brief with the Supreme Court. He 
argued that to carry out the TVA pro- 
gram would be government authority 
not merely to regulate local industry by 
Federal competition, but also to 
dominate and monopolize the produc- 
tion, manufacture, distribution, and 
sale of “every principal commodity and 
every substantial utility service hereto- 
fore considered as held open to citizens 
by the Constitution.” 

To uphold the TVA’s contention of 
congressional authority, he said, “would 
vest in Congress, by majority of a 
quorum, authority to exchange the form 
and functions of the Federal govern- 
ment and the industrial organization of 
the American people.” 

Neither of these suits can be argued 
for some time. The court will meet on 
October 7th, but will not hear pleadings 
until a week later. 


¥ 
Huge Bell System Refunding 


Program Seems Imminent 


| pacangg ns of the new firm of Mor- 
gan, Stanley & Company to take 
over the former underwriting business 
of J. P. Morgan & Company is con- 
sidered an important aid in successfully 
carrying through the huge corporation 
refunding program which got under 
way this spring. American Telephone 
and Telegraph has thus far deferred 
its important refunding operations, but 
it is now reported that the new Morgan 
firm may shortly undertake the first 





steps in the Bell program, probably for 
one of the operating subsidiaries. Ac- 
cording to The Wall Street Journal: 


About half of the total funded debt of 
some $920,000,000 is callable but determina- 
tion of the advantages or disadvantages of 
calling the different issues and prospects 
of replacing them with lower coupon issues 
is of itself a task of major proportions. 

Analysis of the capital structure of the 
affiliated operating companies indicates that 
of an approximate total of $476,000,000 in 
the hands of the public, about $300,000,000 
have a call privilege attached. 

The Bell System has three near-by matur- 
ities to be taken care of—those of the New 
York Telephone Co. of 1939, Southern Bell 
Telephone & Telegraph of 1937, and Pacific 
Telephone & Telegraph Ist collateral 5s of 
1937. Whether it would be a profitable op- 
eration to pay the premiums and effect re- 
tirement at this time, taking advantage of 
the money market, or await maturity, is a 
question as to the ‘wisdom of avoiding pos- 
sibly higher interest in the future, as against 
payment of the premium. 

Officials of the American Telephone and 
Telegraph have previously estimated that 
assuming the company, with its affiliates, 
exercised the callable privilege on the out- 
standing issues, it was indicated the saving 
could not amount to more than $5,000,000 
annually or about 25 cents a share on the 
18,662,275 shares outstanding. : 

The table shown below indicates those 
bonds, on the basis of December 31, 1934, 
figures, which were outstanding and which 
are callable. 


> 


Notes on New Financing, Cor- 
porate Reorganizations, etc. 


| <—y financing by utility companies 
has included the offerings of $16,- 


e 





Current 
Market 
Company Issue Outstanding Redemption Provision Price 
So. oz Le Tel. Deb. 5s, ere $10,000,000 Callable at 110 to 1967, thereafter at par 112 
: A 1 fo. -- Ist Gen’l 44s, 1939 .... 60,856,095 Callable as a whole at 110 ..........-..- 1103 
Bell teh ." Pe... 18 &, 1943—(Central 
—— . ° ae 8,555,500 Callable as a whole at 105 ..........-++- 1083 
Southern Bell Tel. Gen’ 1937— 
(Cumberland T. & T.) 4 969,000 as a whole at 105 .............. 1053 
Chesa. & P. of Va. Ss of 1943 ...........- 4, 261,000 OR WE nin cacnbathe tno sedde te Hs 106 
Southern Bell _ Ist 5s, "Toei aa ciceacidi be 47,070,000 as a whole at 105 .............- 1084 
llinois Bell Tel. let get. Se, 1956 ...... 48,726,200 to 1952 at 105—thereafter at par 109 
Southwest. Bell .. 1st ref. 5s, = ahaa 48,836,000 to 1950 at 105—thereafter at par 1089 
Pacific Tel. & Tel. 1st coli. 5s, 1937 ....-- 25,602,000 SRD ck ehicdineneciitcenaiaih Smead 106% 
Pacific Tel. & Tel. Ref. 5s, iss2, ee: ry? 23, 7390, 000 as a whole 1074 to May, 1942. 
. to May 1949, at 105—thereafter ose 
Pacific Tel. & Tel. ist ref. 5s, 1 
(Southern Ca. Tel.) 6,173,000 Ce Oe TD a cnncncéinccnsandacccecns 107 
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900,000 Philadelphia Suburban Water 
Company First 4s of 1965 at 1014 
(syndicate headed by Hornblower & 
Weeks); $5,400,000 Public Service 
Company of New Hampshire First 34s 
of 1960 at 102,04 (Paine, Weber & Co. 
syndicate) ; $4,500,000 Savannah Elec- 
tric & Power Co. First and Refunding 
5s of 1955 at 100 (Stone & Webster and 
Blodget syndicate); and $3,000,000 
Coast Counties Gas & Electric Co. 1st 
“B” 4s due 1965 at 1034 (syndicate 
headed by Dean Witter & Co.). 
Southern California Edison is plan- 
ning to issue $57,500,000 additional se- 
curities (it has already issued $108,- 
000,000 in the last year for refunding 
purposes). If filed on August 23rd reg- 
istration statements including $30,000,- 
000 First and Refunding 4s due 1960 
and $27,500,000 24 and 34 per cent de- 
bentures maturing in one to ten years. 
Proceeds will be used to retire $29,300,- 
000 refunding 5s due in 1954 and $24,- 
000,000 7 per cent preferred stock. 
President Bauer stated that after giving 


effect to the proposed financing the 
company’s funded debt, including the 
debentures, will represent only 51 per 
cent of total capitalization and that after 
the 10-year program of debenture re- 


tirement, funded debt will represent 
only 44 per cent of total capitalization. 
The new refunding mortgage issue pro- 
tects bondholders by permitting issuance 
of new bonds only up to two thirds of 
the value of new property compared 
with 75 per cent previously, and no ad- 
ditional bonds may be issued unless 
earnings are equivalent to two and one- 
half times interest charges (including 
charges on bonds to be issued) com- 
pared with the original requirement of 
only one and three-quarters times. 

The California Water & Telephone 
Co., on or about August 29th, filed a 
registration statement for $5,500,000 
First 5s due 1965, the proceeds to be 
used to acquire the properties and busi- 
nesses of a number of water and tele- 
phone companies; data regarding the 
price of the issue, underwriters, etc., 


will be supplied in an amendment to the 
registration statement. 

The plan of reorganization of Ameri- 
can Electric Power Corporation, as con- 
firmed by order of the U. S. District 
Court in Delaware, has been effected, 
with an exchange of securities for those 
of a new company, Penn Western Gas 
& Electric Co. 

United Gas Improvement is planning 
to eliminate ten companies from its cor- 
porate structure, fifty such companies 
having been eliminated in the past five 
years. Similarly Pacific Gas has asked 
permission of the California Railroad 
Commission to dissolve nine of its 
eleven subsidiary corporations. 

In a letter to holders of defaulted ob- 
ligations of the Postal Telegraph & 
Cable Corporation, a committee acting 
on behalf of the bondholders has de- 
clared that a unified communication in- 
dustry was preferable to a reorganiza- 
tion of Postal on terms inimical to 
stockholders. According to the New 
York Times: 

After asserting that Charles E. Mitchell, 
Postal’s financial adviser, recommended 
prompt reorganization through the conver- 
sion of bonded indebtedness into income 
bonds, or common stock, the committee, 
which is headed by Cecil P. Stewart, said 
that it has reason to believe that the West- 
ern Union Telegraph Company is willing to 
offer cash, bonds, or preferred stock for 
Postal for the simple reason that addition 
of Postal’s gross income would add an ad- 
ditional net income to Western Union of 
two to four times Postal’s present fixed 
charges. 

Offtcials of the Postal Telegraph and 
Cable Corporation yesterday denied that any 
proposal had been made by Postal Corpo- 
ration to bondholders for conversion of aged 
bonded indebtedness into income bonds o 
common stock. General George S. Gibbs, 
president of Postal Telegraph and Cable, 
also denied that Mr. Mitchell had recom- 
mended reorganization along the lines in- 
—— in the release of the Stewart com- 


“oe Gibbs said no plan of reorganiza- 
tion had been formulated nor had any pro- 
posals been made by or on behalf of Postal 
to bondholders, preferred stockholders, or 
other interested parties. He also intimated 
that a merger of the Postal properties with 
Western Union at this time was impossible 
because of Federal Iaws. 
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What Others Think 





Canadian Experiences with 
Government Ownership 


N the furor over the Rayburn- 

Wheeler holding company bill dur- 
ing the closing days of the congressional 
session, with two side issues affecting 
utilities (the lobby investigation and the 
TVA amendments), little general no- 
tice was bestowed upon an exceedingly 
interesting and brief but bitter debate 
on a resolution finally passed by the 
House (234 to 93), whereby the Presi- 
dent is authorized to invite the World 
Power Conference to the United States 
next year and spend $75,000,000 for the 
party. ; 

Said House Republican Leader Snell, 
rising from his desk, “The only reason 
I can see for calling this conference is 
to bring together a bunch of longhaired 
socialists who advocate government 
ownership of power companies. That 
may be a campaign issue next year and 
if it is, we don’t need any help from a 
lot of foreigners to help us settle it.” 
Democrat McReynolds of Tennessee, 
chairman of the House Foreign Affairs 
Committee, read a statement from Sec- 
retary of State Hull to the effect that 
the power conference will be of a 
technical nature; but Republican Chris- 
tianson of Minnesota was skeptical. 
He said, “It is only another junket. I 
remember when a junket meant only a 
trip to the state capital and now we are 
being asked to send representatives all 
over America, Europe, and Asia.” The 
balance of the debate assumed a rather 
acrimonious partisan character and in- 
volved comments on the recent special 
congressional election in Rhode Island, 
and the failure of a prompt special con- 
gressional election in Ohio. 

The fact remains however, that there 
were others in Washington besides 
minority leader Snell who scented, in 


the resolution to call the power confer- 
ence in the United States next year, a 
scheme by the administration to further 
its plan for stiring up public interest in 
a utility issue—if the Roosevelt admin- 
istration decides to make a utility issue 
in 1936. One confidential Washington 
letter service stated even before the 
Rayburn-Wheeler Bill was finally dis- 
posed of : 


With both sides apparently welcoming 
an open contest, the power issue is well on 
its way toward becoming a political issue 
in 1936, even though a compromise holding 
company bill may be enacted. The ques- 
tion of rates for electricity, which served 
for a time as the keynote of administration 
attacks upon the utilities, has largely faded 
into the background and the real issue— 
public ownership—is now in the .forefront. 
This week’s action by the House in adopting 
a resolution authorizing the President to 
invite the World Power Conference to con- 
vene in the United States next year is 
viewed by many observers as a move of the 
public ownership advocates to bring 
European support into this country at the 
opportune time. 


uT some doubt has been expressed 

as to whether the presentation and 
publicizing of the existing state of util- 
ity service and rates in various Euro- 
pean countries where public ownership 
has long held sway would be forceful 
arguments in favor of government own- 
ership for the United States. It was 
pointed out that utility service on the 
continent is generally inferior to our 
own, and in many places the rates are 
much higher compared with the general 
purchasing power of the consumers in 
those countries. In addition to this, it has 
been pointed out that the use of Ameri- 
can methods and equipment by Euro- 
pean publicly owned utility systems in- 
dicates a poverty of originality and in- 
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vention because of the lack of incentive 
that is provided by private enterprise. 
If this were true, it might even appear 
that publicly owned utility systems on 
the continent are technical parasites, 
thriving on the inventions and products 
of privately conducted laboratories in 
the United States. 

Just how many of the assertions are 
true and just how true are not definitely 
known because standards of utility serv- 
ice, technique of operation, and the rates 
charged (in proportion to local purchas- 
ing power) by publicly owned utility 
systems on the continent have not been 
comprehensively surveyed during recent 
years. Thanks to the publicity given to 
the British grid system, the electric util- 
ity condition of Great Britain is fairly 
well known and some recent figures are 
available on the same subject in Sweden 
and France. But details on this subject 
for Germany, Central and Southern 
Europe, Russia, and Poland are at pres- 
ent a mystery. Even our foreign em- 
bassies and legations at Washington, 
when asked, either tell you that they 
don’t know or refer you to the Bureau 
of Foreign and Domestic Commerce of 
our own Department of Commerce. 
And the Bureau of Foreign and Domes- 
tic Commerce, when asked, will tell you 
that either they don’t know or they have 
stopped collecting such data. 


¥e may depend upon it, however, 
that if the public utility issue be- 


comes a campaign issue in 1936, and if 
the World Power Conference visit to 
the United States is utilized as a sound- 
ing board for public ownership advoca- 
cy, both sides will have to dig up all the 


facts. Somewhat along these lines 
Electrical World recently editorially 
stated : 


This country has about 25,000,000 elec- 
tric customers. This .is approximately 
equal to the total customers in Great 
Britain, Germany, France, and Italy. Pri- 
vate enterprise has brought electrification 
to this country in a scope and magnitude 
that is the envy of the world. But the pub- 
lic takes this feat for granted. And the 
New Dealers say this accomplishment was 
an act of God instead of being built from 
the initiative and brains of electrical men. 


Political enemies criticize the results and 
seek to stifle men who can and will exceed 
the records of the past in bringing prosper- 
ity and increased conforts to this country 
through a greater electrification. This is 
the statesmanship that now dominates this 
country with respect to electrical policies. 
These men say “let us take over this elec- 
trical business” without regard for public 
interest, the facts, or their competency to 
run it. They will not succeed. They are 
7 coming to a reckoning with the pub- 
ic. 


Up to now, the opponents and pro- 
ponents of public ownership have con- 
tented themselves with going no fur- 
ther than the neighboring country of 
Canada for examples of successful and 
unsuccessful public ownership. Those 
in favor of public ownership have 
usually exalted the accomplishments of 
the Canadian Hydroelectric Commis- 
sion. The opponents of public owner- 
ship, however, are beginning to point to 
the experience of the Canadian National 
Railways as a “horrible example.” 


HE Canadian railway system does 

present a most unusual situation. 
One could hardly call it an ideal ex- 
ample of “yardstick competition,” but 
the accuracy of the yardstick is probably 
no more questionable than the TVA 
yardstick, which the Federal administra- 
tion is attempting to use on privately 
owned power utilities. 

In short, Canada has two principal 
railways: One governmentally owned 
—the Canadian National Railway (C. 
N. R.); and one privately owned—the 
Canadian Pacific Railway (C. P. R.). 
There is no substantial difference be- 
tween the operating mileage of the two 
systems. Both extend from coast to 
coast. No matter where one may ride 
on the government road, the private 
road is not far away. Every city of 
consequence in the entire breadth of 
the Dominion is served by both lines. 
In fact, if any advantage of location 
exists, it probably favors the national 
road, which, being the older, is better 
entrenched in the thickly settled eastern 
provinces. Both lines are about on a 
par in the matter of connections to 
points in the United States. Here, 
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THERE ARE OTHER THINGS THAT ARE GETTING TOO BIG 


therefore, is a yardstick of a sort. 

What are the results? 

According to the Chicago Tribune, 
the results, in a paragraph, are as fol- 
lows: 

The national road has amassed a public 
indebtedness of three billion dollars and in 


the last nine years has failed by $456,000,- 
000 to pay interest on the private capital 
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originally invested in it. Operating under 
the same rates and fares, the privately op- 
erated Canadian Pacific has paid interest 
and dividends of $401,000,000 in the same 
period, all of which has been added to the 
wealth of the nation, and of course sub- 
jected to income taxes. Is any better yard- 
stick needed to show that the politician’s 
alleged “exploitation of the people for prof- 
it” cannot be cured or even demonstrated 
by public construction and operation? : 











PUBLIC UTILITIES FORTNIGHTLY 


VEN liberal New Republic, which 
has consistently advocated public 
ownership and operation of all forms of 
utility service, seems to concede that the 
financial performance of the Canadian 
National Railways has been a flop, but 
it lays the blame principally on the lack 
of vision of old private promoters prior 
to acquisition of the system by the 
Dominion. New Republic stated edi- 
torially : 


Canada’s national railway system, once a 
decided challenge to private ownership and 
operation, is facing a crisis. The system is 
composed of a number of broken-down, ill 
assorted, and extravagantly built (under 
private ownership) roads that were never 
intended to comprise a single system, and 
it is saddled with a capital structure out of 
all proportion to its value or earning power. 
In spite of these handicaps, the energetic 
management of the late Sir Henry Thorn- 
ton built up the system to a point where 
it was in a fair way to become a dangerous 
competitor of the privately owned Canadian 
Pacific Railway. The depression, however, 
plunged it into the red, and deficits, piling 
up annually, have given opponents of pub- 
lic ownership their chance. Sir Edward 
Beatty, president of the Canadian Pacific 
Railway, has been traveling back and forth 
across the country advocating a “unifica- 
tion scheme,” under C. P. R. management, 
and has thrown the immense propaganda 
resources of his company into the fight. 
His plan receives the open or tacit support 
of most of the powerful financial interests in 
Canada, and meanwhile the advocates of 
government ownership have no such spokes- 
man and no such resources. The present 
unpopular Bennett government, although 
elected on a railway policy of “amalgama- 
tion never; competition ever,” is strangely 
passive on this issue. The Liberals, who 
seem likely to win the next election, are no 
less wedded to the capitalist system than 
their Conservative opponents. Both parties, 
for political reasons, pay lip-service to gov- 
ernment ownership, but the only really 
wholehearted advocacy comes from _ the 
socialist Codperative Commonwealth Fed- 
eration, whose strength as a party lies main- 
ly in western Canada. Meanwhile the situa- 
tion is becoming so acute that there is 
strong talk of forming a. national govern- 
ment—which would almost certainly insti- 
tute some weak-kneed system of amalgama- 
tion to liquidate the “failure” of government 
ownership of railways. 


s indicated by the New Republic, 
there has been of late much talk 
of merging the two railway systems. 
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The president of the Canadian Pacific 
Company, however, has told a Dominion 
board, appointed to investigate the mat- 
ter— the Duff Commission—that Cana- 
dian Pacific could not and would not 
take over the Canadian National liabil- 
ities and that it would not be fair to in- 
clude in a merger auxiliary holdings of 
the Canadian Pacific, such as the Con- 
solidated Smelters. Honorable W. D. 
Euler, former Minister of National 
Revenue, has more recently suggested 
a compromise whereby at least $75,000,- 
000 could be saved through amalgama- 
tion. The Toronto Globe, Liberal sup- 
porter of public ownership and opera- 
tion of railroads, is skeptical of Mr. 
Euler’s plan. First of all, of course, it 
believes that the proposed savings are 
over-estimated and, second, because it 
thinks that whatever savings would re- 
sult would be accomplished chiefly by 
dismissing employees—thereby aggra- 
vating an already acute unemployment 
condition. The Globe concludes edi- 
torially : 


There is vague talk about the huge debt 
which neither the C. P. R. nor any one else 
wants to shoulder. Nothing is forthcoming 
to show how it would be disposed of. Mr. 
Euler does not get rid of it. His holding 
company, with additional capitalization of 
$2,000,000,000 for the people to worry about, 
would hold the assets and reject the liabili- 
ties, the only thing about which concern is 
expressed. It gets nowhere. A common 
board of directors is to operate the two rail- 
way systems as separate entities—a board 
of directors in place of enforced codpera- 
tion through an Arbitral Board which has 
not started to function. The bricks being 
thrown at the Duff Commission, directly or 
inferentially, are mishandled missiles. The 
new C. N. R. Board took office effective 
Jan. 1, 1934, and since it got down to work 
in earnest has accomplished a great deal. 
Whose fault is it that the Arbitral Board is 
not completed? Look for it among those 
who want something else than the Duff 
recommendations. Unification plans only 
muddy the waters, while codperation is be- 
ing held up. Mr. Euler has not contributed 
anything constructive. Fortunately for the 
Liberal Party, he announced that he has 
spoken only as an individual. This certain- 
ly is his privilege, and, if he believes he has 
something worth while, his duty. At the 
same time the people of Canada would like 
to know whether or not the leader of the 
Liberal Party subscribes to his theory. 
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MUCH less publicized Canadian 

venture into public ownership 
took place in 1905 when the Canadian 
provinces of Alberta and Saskatchewan 
ventured into the field of telephone op- 
erations. Alberta went into the tele- 
phone business with the idea of fixing 
rates slightly higher than actual cost, 
so as to provide a sinking fund which 


- would, within a given period, extinguish 


all capital liability and then enable the 
provinces to give telephone service to its 
people at exceedingly low rates. J. 
Lambert Payne, former Comptroller of 
Statistics, Canadian Department of 
Railways & Canals, gave a brief history 
of Alberta’s ill-fated venture into the 
telephone business in the April issue of 
Nation’s Business. It appears that 
shortly after launching into the field of 
communications, an expert warned Al- 
berta authorities that they were headed 
for disaster because he believed that the 
system was being conducted more for 
the purpose of pleasing the subscribers 
(and voters) than on a plan of sound 
and economical operation. Cold figures 
tell the story. In 1911 Alberta had over 
20,000 miles of wire; over 14,000 tele- 
phones ; and a telephone funded debt of 
$2,388,002. By the end of 1932, the 
wire mileage had increased to 293,711; 
the number of telephones, to 62,635; 
and the debt to $30,887,478. Interest 
charges on this liability were $1,745,- 
513, and they were not earned in that 
year by $742,992. 

In 1933, the shortage increased and 
since that time the province has been 
compelled to seek financial help from 
the Dominion government. 

To the credit of the province authori- 
ties, it made a clean breast to the people 
and proceeded to salvage what it could 
out of the wreck. 


HE reaction of the Canadian public 

to Alberta’s telephone fiasco is al- 
most similar to the reaction to the 
Dominion’s unusual railway venture. 
A movement has grown up to sell the 
system. Some of the rural lines have 
already been sold to the highest bidder. 
Mr. Payne called attention to an edi- 


torial in the Edmonton (Alberta) Jour- 
nal: 

It is a very depressing picture that has 
been presented of the state to which the 
rural part of the Alberta provincial tele- 
phone system has been reduced. The gov- 
ernment is much to blame for havin; pt 
the people so much in the dark and having 
pursued a policy of drift for so long. How 
could Albertans be prepared for these reve- 
lations after pronouncements that they 
heard or read at recent dates which pictured 
the system in an altogether different light? 

There can be no doubt about the overex- 
tension of the system during the Liberal 
régime. For this there was no excuse in 
the face of Mr. Wray’s warning. Political 
considerations were allowed to interfere 
with sound administration to a shocking de- 
gree. 

The whole cause of public ownership has 
been prejudiced as a consequence. In view 
of this, it is hardly surprising that there has 
been considerable feeling for some time past 
that an effort should be made to sell the 
system. 


In the eastern province of Quebec, 
The Montreal Gazette commented along 
similar lines: 

As a matter of fact, Alberta’s telephone 
system came to grief because it was not 
managed on approved business lines. De- 
mands were met that should have been re- 
jected and money was spent unwisely. Pub- 
lic ownership of telephones has received a 
long trial in Alberta under more than one 
political party, and has been a failure. ' 


Yet, in spite of these experiences, 
public ownership sentiment does not 
seem to be waning in the western 
provinces of Canada where the Western 
Farmers Party—emphatically commit- 
ted to public ownership of all utilities, 
banking, and insurance—is reported to 
be gaining sufficient strength to chal- 
lenge continued existence of the two old 
line parties—the Liberals and Conserv- 
atives. F. X. W. 


Resutts Atrest THE WorK Done. Editorial. 
Electrical World. August 17, 1935. 


YARDSTICKS. Editorial. The Chicago 
Tribune. January 14, 1935. 


i * saad Repusiic. Editorial. August 21, 


Mr. Euter’s Unirication. Editorial. The 
Toronto Globe.’ December 12, 1934. 


Po.itics AT THE SwitcHBoaRD. By J. Lam- 
—. Payne. Nation’s Business. April, 
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Liberal Economists Deplore Maryland 
Telephone Decision 


re did not take long after the majority 
of the Supreme Court, on June 3, 
1935, decided against the valuation 
method used by the Maryland commis- 
sion in fixing rates of the Chesapeake 
and Potomac Telephone Company for 
a number of economists to lament pub- 
licly the fact that the Supreme Court 
appears determined to insist upon its 
historic precedent to the effect that util- 
ity rates must be fixed upon valuation 
methods. These economists were, in the 
main, those who have long felt that the 
present system of regulation, as devel- 
oped under state legislation and the Su- 
preme Court decision, has had its chief 
difficulty in the matter of valuation. It 
is probably easy to understand their dis- 
appointment in view of the fact that the 
Supreme Court had in the Los Angeles 
Gas and Electric Corporation decision, 
289 U. S. 287, P.U.R.1933C, 229, led 
many to believe that Federal courts 
would hereafter give state commissions 
more latitude on valuation methods and 
review only the results of such methods 
on an issue of confiscation, where the 
burden of proof had been adequately 
borne by appealing utility companies. 

Writing in the National Municipal 
Review, John Bauer, director of the 
American Public Utilities Bureau, stat- 
ed flatly that the difficulties of determin- 
ing reproduction cost by appraisal have 
led practically to its abandonment by 
the commission and consumer repre- 
sentatives. He observed that the de- 
pression years particularly precluded the 
use of expensive appraisals in the face 
of great pressure for rate reductions re- 
sulting from the declining prices and the 
contraction of purchasing power and 
unemployment. 


o disappointed is Dr. Bauer over this 
Maryland decision that he sees in 
it the doom of regulation. He stated: 


The decision appears not only as reversal 
of previous trends which were concerned 
with results instead of methods, but will 


add to the difficulties of future rate control, 
and will probably stand in the way of rea- 
sonable readjustment of the system of regu- 
lation so that it can be halfway satisfac- 
torily administered. 

Realistically considered, the decision 
hastens the doom of regulation. While, of 
course, under favorable circumstances phys- 
ical appraisal can be managed without the 
extreme elaboration, delays, and costs that 
have been perpetrated in the past, under 
most circumstances they are not practically 
manageable and produce defeat of regula- 
tion. In most instances the commissions 
simply fail to function. Only in cases of 
special public pressure will rate cases be 
undertaken, and then only under super-ex- 
ceptional conditions will the public side of 
appraisal be halfway adequately prepared 
and presented. For the most part regula- 
tion will go by default. 


Dr. Bauer even goes further and pre- 
dicts that the decision will stimulate the 
movement for public ownership and op- 
eration of utilities. On this point he 
concludes : 


There is, perhaps, this consolation, that 
the decision will bring the requisites of ef- 
fective public control and policy more clear- 
ly for consideration. With the tremendous 
discontent with utilities, the decision may 
lead to more positive legislative action, and 
particularly stimulate progress of public 
ownership and operation. If this proves to 
be the consequence, those concerned with 
public interest might well enthuse rather 
than bewail the decision. ee 

If the decision hastens the conversion of 
the present private utility systems under in- 
effectual public control to outright public 
organization, it will stand as a progressive 
measure, notwithstanding its immediately re- 
actionary significance. For the moment, 
however, those interested in clarity and ef- 
fectiveness of public policy and administra- 
tion are bound to feel deep disappointment. 


ROFESSOR Martin G. Glaeser, of the 

University of Wisconsin, is not as 
pessimistic over the results of the Mary- 
land telephone decision as Dr. Bauer, 
but he does say the situation is “dis- 
couraging.” He does deplore the “con- 
tinued unwillingness of the Supreme 
Court of the United States to accept the 
judgment of economists” in the most 
speculative undertaking imposed upon 
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them in the entire history of English 
jurisprudence. Professor Glaeser feels 
that the Maryland decision beclouds 
utility rate regulation with legal doubt 
and uncertainty. He states: 


What light does this decision shed upon 
the doctrine of fair value? What help does 
it give administrative commissions in fol- 
lowing this will-o’-the-wisp which has been 
infesting these legal lowlands since 1898? 
Since that date they have learned that the 
will-o’-the-wisp is not the historical cost, is 
not the nominal capitalization, is not the 
capitalization of net income or the aggregate 
of the market value of securities, is not the 
cost of reproduction, taken by themselves 
alone; but is some uncertain combination of 
all of them, weighted according to circum- 
stances. In the attempt to supply weights, 
the commissions have been told that they 
must not use the “split inventory method,” 
that spot prices will not do, that 10-year 
price averages are faulty, and now that the 
method of index numbers renders the valua- 
tion process “dubious and obscure.” This 
they do know, that it will not be safe to 
rely upon short-cuts, without the tacit con- 
sent of the utilities. To be safe, both par- 
ties must hire costly experts and engage in 
lengthy investigations, while critics of regu- 
lation make sport of the whole process by 
saying, after an order is finally sustained: 
“The mountain has labored and brought 
forth a mouse.” 


However, Professor Glaeser hints 
that the economists and others will go 
on in their efforts to find a short-cut in 
the cumbersome procedure of rate regu- 
lation. He states: 


Meanwhile economists and others have 
neither failed nor tired of pointing a way 
out. The present writer followed up an 
early suggestion made in 1923 by a lengthy 
treatise in 1927 which, it seems, never dent- 
ed the legal armor. Only the other day, an 
economist and a lawyer joined in pointing 
a similar way out of the difficulty by build- 
ing upon the principle of the Los Angeles 
Gas and Electric decision and an explicit 
statutory rule of rate making. In review- 
ing this book, I ventured to suggest that this 
procedure would not meet with the requisite 
self-denying attitude of the court. Now the 
very groundwork of such procedure has dis- 
appeared. 


T is not entirely clear just why Pro- 
fessor Glaeser claims that the 
“groundwork” of procedure used in the 
Los Angeles case has been wiped out by 
the Maryland telephone case. The 
“groundwork” in the Los Angeles case 


was original cost, while in the Maryland 
telephone case it was a spot valuation 
annotated by the use of selected com- 
modity price indices. Surely there is a 
distinction obvious enough and impor- 
tant enough for consideration. The Su- 
preme Court in the Maryland case did 
not overrule its holdings in the Los 
Angeles case and from the legal stand- 
point the Los Angeles case is just as 
much the law of the land today as the 
Maryland telephone case. 

Dr. E. W. Morehouse, chief of the 
rates and research division of the pub- 
lic service commission of Wisconsin, 
writes an interesting reaction to the 
Maryland telephone case in The Journal 
of Land & Public Utility Economics. 
While Dr. Morehouse’s analysis is more 
in the nature of a post mortem, it raises 
a very thought-provoking question as to 
whether the case for the Maryland com- 
mission might have been more effective- 
ly presented if its use of commodity in- 
dices were defended as an exercise of 
judgment rather than strict adherence 
to an attempted formula. Dr. More- 
house points out that in the use of in- 
dices the determination of the propor- 
tionate weights to be assigned the vari- 
ous price trends was in itself the exer- 
cise by the commission of the highest 
and most delicate type of original judg- 
ment. It would appear, according to 
Dr. Morehouse, that the accuracy and 
comprehensiveness of the indices, as 
well as their applicability to the prop- 
erty involved and the purpose in view, 
were dominant considerations given to 
the weights assigned. Dr. Morehouse 
concluded : 


The point might be made that the weigh- 
ing was merely a convenient tool used in 
exercising judgment as to value. It was 
not essential to that exercise of judgment. 
One wonders what the court’s opinion of the 
value judgment would have been if the sep- 
arate trended values, stated without weights, 
had been used and the final value judgment 
expressed thereon. Would the commission’s 
judgment figure then have been impeached 
merely because trends had been examined 
in reaching a conclusion? Would the meth- 
od in that event have been found faulty, and 
hence the result unconstitutional? In this 
connection, the commission noted in its 
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NOW, CHILDREN, CAN ANVONE TELL ME wHat A LOBBYIST 19 ? 





YES,Ma'aM. A LOBBYIST 
IS A WICKED MAN WHO 
TRIES TO GET CONGRESS 
TO DO WHAT You’/RE 
TRYIN’ TO GET IT 

NOT To DO 

















Morning Oregonian 


CLASS IN CIVICS 


brief that no deduction was made for excess 
plant not used and useful for present 
patrons, and that a “cushion” of $396,000 
(equivalent to 6 per cent on an additional 
$6,600,000 of rate base) was also provided. 
After all, as the minority point out, the 
range from highest and lowest individual 
trend value to the average fair value trend 
used is not very wide. Indeed, it is nar- 
rower than the range between many engi- 
neering estimates, after complete inventory- 
ing and pricing of the property, in compara- 
ble cases. It is not clearly shown how the 


weighting process has impaired the com- 
mission’s judgment value. 


it is not at all impossible that Dr. 
Morehouse has put his finger upon 
the missing link necessary to fasten 
firmly a convenient short-cut method of 
commodity price indices to a sound le- 
gal basis. After all, the majority opin- 
ion in the Maryland telephone case did 
not condemn the use of commodity in- 
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dices by commissions, but merely the 
erection of a mathematical rule of thumb 
that might seem to exclude the free play 
of individual judgment. Perhaps in the 
future, cases developed by the state 
commissions along this line that place 
emphasis upon the employment of judg- 
ment by the commissions in reaching 
their conclusions, may avoid the obstacle 
to such procedure set up by the Su- 
preme Court in the Maryland telephone 
case. As it was, the Maryland commis- 
sion succeeded in convincing three jus- 
tices that its method was not necessarily 
confiscatory. Dr. Morehouse’s sugges- 


tion might plausibly provide the margin 
of victory. 
—F. X. W. 


ANOTHER Biow To Utitity Recuration. By 
John Bauer. National Municipal Review. 
August, 1935. 


Tue Supreme Court SHeps More Licur 
UPON THE DoctrRINE oF Fair Vatue! By 
Martin G. Glaeser. Public Utilities Depart- 
ment, The Journal of Land & Public Util- 
ity Economics. August, 1935. 


Price TRENDS IN THE BALTIMORE TELEPHONE 
Case. By E. W. Morehouse. Public Util- 
ities Department, The Journal of Land & 
Public Utility Economics. August, 1935. 





Fast Meters and Slow Payments 


oy economic depression, blamed as 
it is for many things, has probably 
been the cause for the increase in dis- 
putes concerning meter readings be- 
tween utilities and their customers. 
This statement does not refer to the un- 
doubted increase in meter tampering and 
illegal current and gas diversion which 
occurs in some of the sections hard hit 
by the depression, but to the fact that 
strictly honest utility consumers who 
have had to count their pennies more 
carefully in the last four years have al- 
so begun to scrutinize their utility bills 
and the accuracy of the meters upon 
which they are based. 

A recent recommendation of the peo- 
ple’s counsel of the District of Columbia 
for revision of the regulations govern- 
ing fast and slow meters for gas and 
electric service in the District of Co- 
lumbia is an interesting attempt to see 
that equity is done to both the consum- 
ers and the utility, where the meter is 
shown upon examination to be inaccu- 
rate, whether slow or fast. 

The recommended regulation is as 
follows: 

When a meter is found to be more than 

2 per cent fast, the company. shall refund 

to the consumer the overcharge based on 

the corrected meter readings for the period 


in which the meter was in use, not exceed- 
ing six months, unless it can be shown that 


the error was due to some cause, the date 
of which can be fixed. In this case, the 
overcharge shall be computed back to, but 
not beyond, such time. 

If, in the case of domestic or residential 
service, the meter, upon test as herein pro- 
vided, is found not to register, or to register 
less than 75 per cent of the actual consump- 
tion, an average bill, or a bill for the elec- 
tric energy consumed, but not covered by 
the bills previously rendered for a period 
not to exceed three months, may be rendered 
to the consumer by the company, subject to 
review by the public utilities commission. 

If a meter for commercial service, upon 
test as herein provided, is found to register 
more than 2 per cent slow, the company 
may render a bill for electric energy con- 
sumed but not covered by bills previously 
rendered for a period not to exceed three 
months, subject to review by the public 
utilities commission provided that if the 
actual period of error exceeds three months, 
and same can be definitely determined, the 
correction to be made, as herein provided, 
may cover such actual period, subject to the 
approval of the commission. In the case 
of any bill which may be rendered for under 
charges no penalty for nonprompt payment 
shall apply and the company may extend 
the period of payment over such reasonable 
period as may seem necessary. 


T= recommendation by the peo- 
ple’s counsel, William A. Roberts, 
resulted from his finding that the exist- 
ing rules of the electric utility in the city 
of Washington specified no certainty as 
to the amount of error or the time cov- 
ered by the adjustment in the case of 
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an inaccurate meter. In the case of the 
local gas company, Mr. Roberts believed 
that the increase in the proportionate use 
of a natural gas in mixture and for re- 
forming purposes both tended to induce 
greater errors in the meters. Mr. Rob- 
erts’ examination of various company 
rules for adjustment of bills for meter 


error included those in use in Califor- 
nia by the Southern California Edison 


Company. ake 


RECOMMENDATION by the people’s counsel on 
refunds in connection with erroneous me- 
ters. oe August 8, 1935. Washing- 
ton, : 





Widespread Support for Bus 
and Truck Regulation 


} gerard few laws enacted by the 
recent session of the Seventy-fourth 
Congress have met with greater general 
approval than the new Federal statute 
placing interstate busses and trucks un- 
der the regulation of the Interstate 
Commerce Commission. Those inter- 
ests most directly affected by this legis- 
lation, namely the motor carriers them- 
selves and the railroad carriers, are 
agreed that the present legislation is not 
perfect, but both sides seem satisfied 
that interstate regulation was necessary 
and inevitable and that a good start has 
been made. This in itself is an unusual 
reaction to the enactment of a very con- 
troversial measure. 

Of course, the railroads have been 
agitating for regulation of the interstate 
busses and trucks for years, but until 
recently the bus and truck interests vig- 
orously opposed such legislation and so 
did a number of influential shipping in- 
terests. With a change in the attitude 
of the motor carriers last year, opposi- 
tion to the bill crumpled, and Congress 
had little left to argue about but de- 
tails contained in particular provisions. 
Even so, there were enough of these 
minor squabbles to endanger passage of 
the bill for a short period. 

It was last December that the Na- 
tional Industrial Traffic League, after 
having opposed Federal regulation of 
highway transportation for years, went 
on record in favor of it. The league is 
the largest organization of shippers in 
the country and its former attitude with 
regard to truck regulation was obviously 


due to a desire to encourage this form 
of competition in order to hold rail 
charges to minimum levels. It had some 
effect in that way but eventually it 
aroused the railroads to devise improve- 
ments in service so that rates would 
cease to be the sole basis of competition. 
Freight service was speeded up, store 
door deliveries and pick-ups, either by 
the railways themselves or by favored 
contracting companies, and revisions in 
claim department service were all devel- 
oped either as test demonstrations or as 
permanent features. 

Meantime, largely through the untir- 
ing efforts of Joseph B. Eastman, Fed- 
eral Coérdinator of Transportation, the 
need for truck traffic regulation by the 
Federal government was made increas- 
ingly clear. Shippers themselves began 
to see that uneconomic competition be- 
tween motor and rail carriers might end 
in bankruptcy to both to the ultimate 
detriment of the shippers. 


HE attitude of the motor carriers 

is shown by the stand of John W. 
Blood, acting president of the American 
Trucking Associations, Inc. In com- 
menting upon the passage of the motor 
carrier bill, Mr. Blood said: 


The overwhelming vote in the House in 
favor of the Motor Carrier Bill was par- 
ticularly pleasing to the organized trucking 
industry. For more than two years, we 
have worked for reasonable regulation of 
the industry. Under the code, we made con- 
siderable headway, but we realized the im- 
portance of obtaining a more permanent 
form of regulation. The Motor Carrier Act 
fills the gap created by the voiding of the 
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code. This bill is not perfect, but we be- held back by unregulated truck compe- 
lieve it is the best obtainable for the pres- tition as much as they claimed. That 


ent and, under proper rules and regulations 
to be promulgated by the Interstate Com- 


the railroad interests themselves recog- 


merce Commission, will result in much nize this can be seen in the editorial 


benefit to the industry as well as to the ship- 


from The Traffic World, which stated 


ping public. in part: 


We do not believe this legislation will 
tend toward the creation of monopolies in 
transportation. That is almost impossible 
in the trucking business. The thousands of 
truck operators now operating will continue 
in business under Federal control. The leg- 
islation does not discriminate against the 
small operator, as was charged by opponents 
of the bill; on the contrary, it will help the 
small operator to obtain a reasonable rate 
for his services. Nor will the farmer be 
injured in any way by the passage of the 
bill. The American Trucking Associations, 
Inc., stands ready to codperate with the 
Interstate Commerce Commission and the 
state boards in the administration of the 
motor carrier law. 


One important aspect of motor car- 
rier regulation very often overlooked is 
the desirability of obtaining uniformity 
in the specifications of commercial 
trucking vehicles. While this is prima- 
rily an engineering problem, it is only 
by legal methods that uniformity can be 


obtained and enforced. Concerning this 
angle of motor regulation, the Engineer- 
ing News Record stated: 

From the viewpoint of road planning, 


Federal regulation should bring about the 
much-to-be-desired uniformity in load, 


Though we have been for years a staunch 
supporter of the theory of equal regulation 
of competing forms of regulation and re- 
joice to see that principle recognized and 
established by the enactment of the motor 
carrier regulation law, we, nevertheless, re- 
gret that this equalization as between the 
rail and motor carriers could not have been 
brought about by taking something off the 
railroads instead of piling it all on the mo- 
tor carriers. We think there is too much 
regulation and we do not like to see the 
Interstate Commerce Commission compelled 
to increase its force and its expense in the 
administration of this new law. But neither 
the railroads nor anyone else offered con- 
crete suggestions along this line, the rail- 
roads, apparently, being so accustomed to 
strict regulation that they did not have 
initiative force enough to move for a reduc- 
tion in it; many of them seem actually to 
like being relieved of responsibility and to 
have something to complain about. Their 
complaints will not be so well received now 
that their motor competitors bear the same 
yoke but, perhaps, one of the developments 
for the future will be a lightening of the 
burden of regulation—though that is the 
kind of burden that, once it begins to ac- 
cumulate, usually grows heavier instead of 
lighter. ‘ 


Naturally, it will take some time for 


length, and other limits on motor vehicles. the Interstate Commerce Commission to 


It also should result in elimination of the 


many abuses that have grown up and that get organized for such a vast task. It 
are steadily raising up public hostility to has been estimated that the commission 
unregulated freight movement on the high- will need about a million dollars a year 
ways. Under wise administration the new additional for the administration of the 


law will clear the way toward making our 


highway network more efficient and further law, and that between 500 and 600 per- 
its consistent development to meet the in- sons will have to be added to its payroll. 
creasing demands of transportation. While some of this expense can be 


M ANY other things now more or less 
in doubt will probably be deter- 
mined in the development of motor car- 
rier regulation by the Interstate Com- 
merce Commission. There is the 


charged against regulation of passenger 
busses, probably the bulk of the cost 
will be charged to regulation of intra- 
state motor carrier freight movements. 


—F. X. W. 


amount of tonnage carried by interstate Trucxinc_ Inpustry Hats Passace OF 


trucks. Transportation experts have 
estimated that there are about five thou- 
sand common carriers engaged in inter- 


Moror Carrier Birt. Release by Ameri- 
can Trucking Associations, Inc., Transpor- 
a Washington, D. C. August 


state business. As for the railroads, a Moror-Venicie Recutation. Editorial 


favorite alibi has now been removed and 


gineering News Record. August 15, 1938. 


it is up to the carriers to show by their ygoron Carrer RecuLation. Editorial. The 


performance whether they were being 
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Court Forbids PWA Grants for 
City Plants 


PRELIMINARY injunction forbidding the 

Public Works Administration to lend 
money to cities to build their own power 
plants was issued late in August by Judge 
Jesse Adkins in District of Columbia Supreme 
Court. 

Two power companies—the Kansas Utili- 
ties Company and the Texas Utilities Com- 
pany—applied for the injunction. Court ac- 
tion followed reports that PWA was pre- 
paring to make loans to Burlington, Kansas, 
and Plainview, Texas, for construction of 
their own power plants. 

New Deal attorneys are expected to seek 
to quash the injunction this fall. Failure to 
do so, however, would precipitate the issue 
to higher courts inasmuch as a major prin- 
ciple in the administration’s power program 
is involved. 

PWA will continue to receive and act upon 
municipal applications, it was said, until the 
Supreme Court has passed on the issue. Ad- 
ministrator Harold L. Ickes has set up a 
special board to expedite power projects. 

PWA officials were unconcerned about the 
court action. They pointed out it was only 
a preliminary injunction and that the real 
issue would not be decided until arguments 
are heard and the court considers action. 


Record of the 74th Congress 


| pres gy one of the longest peace-time 
sessions of Congress in the history of the 
United States, the first session of the 74th 
Congress adjourned at midnight August 26th, 
after placing upon the statute books a number 
of laws of vital interest to the various public 


utility industries. The principal laws so en- 
acted were as follows: 

The Wheeler-Rayburn Motor Carrier Act 
placing the regulation of interstate motor car- 
riers and brokers of motor carrier transporta- 
tion service under the Interstate Commerce 
Commission, effective October 1, 1935. Ap- 
, > geeaaas failed under the Third Deficiency 


ct. 

The Guffey-Snyder Act places the bitumin- 
ous coal industry into a quasi utility status by 
establishing a Federal commission to tax puni- 
tively all producers who fail to submit to its 
code regulations as to production, marketing, 
and labor relations. Appropriation failed un- 
der the Third Deficiency Act. 

Approved March 15, 1935, was a resolution 


directing the Federal Communications Come 
mission to investigate the American Tele- 
phone and Telegraph Company and its affili- 
ates and other telephone companies so as to 
report to Congress the effect on that industry 
of various intercorporate relations and prac- 
tices. Appropriation $750,000. 

The Wheeler-Rayburn Public Utility Act of 
1935, placing interstate holding companies con- 
trolling gas and/or electric utilities under the 
supervision of the Securities and Exchange 
Commission and placing interstate electric 
utilities under the regulation of the Federal 
Power Commission. 

On June 14, 1935, the Railroad Emergency 
Transportation Act of 1933 was extended for 
one year, including the office of Federal Co- 
6rdinator, financed by assessment of $2 a mile 
on railroads. On August 24, 1935, Congress 
passed the Wagner-Crosser Rail Retirement 
Act in an attempt to meet constitutional objec- 
tions by the Supreme Court to the original act 
of 1934. Initial appropriation failed under the 
Third Deficiency Act. On August 23, 1935, 
Congress passed the Railroad Reorganization 
Act designed to simplify financial reorganiza- 
tion by railroads under the Federal Bankrupt- 
cy Act. 

Approved April 8, 1935, was the Works- 
Relief Act providing $4,000,000,000 in a new 
sum, together with $880,000,000 in existing 
balances of the RFC and PWA to be used 
“in the discretion and under the direction of 
the President” to provide relief and relieve 
unemployment through useful projects. Ear- 
marked for “rural electrification” was $100,- 
000,000. 

On April 30, 1935, the Senate passed the 
Norris resolution directing the Federal Power 
Commission to furnish information about util- 
ity litigation over the establishment of munici- 
pal plants federally financed. On August 28, 
1935, the President signed a joint resolution 
authorizing him to extend an invitation to the 
World Power Conference to meet in the 
United States in 1936 and 1937. Appropria- 
—_ $75,000 failed under the Third Deficien- 
cy 

The Rivers and Harbors Bill totaling $614,- 
168,573 for rivers and harbors projects, in- 
cluding $13,000,000 for Parker dam and $10,- 
000,000 for the proposed Head Gate Rock 
dam on the Colorado river and $63,000,000 for 
the Grand Coulee dam on the Columbia river, 
was enacted late in the session. 

Approved August 28, 1935, the Tennessee 
Valley Act amendments expand the operating 
powers and budget of the TVA. 

Included in the 1935 Tax Bill as finally 
enacted were: A new graduated corporation 
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tax from 123 per cent to 15 per cent on net 
income from $2,000 to $40,000; a graduated 
tax on excess corporation profits (6 per cent 
on profits from 10 per cent to 15 per cent, 
and 12 per cent tax on profits exceeding 15 
per cent profit on declared stock value); a 
graduated tax on 10 per cent of intercorporate 
dividends; an increase in tax rates on un- 
divided profits from personal holding compa- 
nies. 

Other action of the Congress which indi- 
rectly affected the utilities was the adoption 
- of the Wagner Labor Relations Act, the 
Social Security Act, and the “baby NRA” act. 
It was pursuant to the last named enactment 
that the President by executive order author- 
ized the incorporation, under the laws of the 
District of Columbia, of a new Electric Home 
and Farm Authority, to take over thé assets, 
duties, and obligations of the former Delaware 
corporation of the same name, whose status 
had become somewhat clouded as the result 
of the invalidation of the National Industrial 
— Act by the United States Supreme 

ourt. 


PWA Clashes with WPA 


Amer program of municipal plant con- 
struction involving more than 200 proj- 
ects was reported by the Wall Street Journal 
to have become snagged by differences over 
policies between Public Works Administra- 
tor Harold L. Ickes and Works Progress Ad- 
ministrator Harry L. Hopkins. 

Secretary Ickes, it is understood, takes the 
view that the administration policy has al- 
ways been toward municipal ownership and 
that the $4,800,000,000, so far as possible, 
should be used in that direction. 

Mr. Hopkins, on the other hand, has de- 
vised a formula for the removal of the 3,500,- 
000 persons from the relief rolls which calls 
for expenditure of $870 per man per year, and 
the municipal power plants would run the 
costs per man considerably above that figure, 
owing to the high cost of material for this 
type of construction. 

The policy of Mr. Hopkins apparently has 
not been carried out to the letter, because 
there have been a few projects approved for 
municipal power plants on a loan-grant basis. 

On the other hand, a much greater number 
has been rejected, including some fairly large 
projects. Among the rejected cases are the 
following : 

Union Springs, Ala., power project provid- 
ing for loans and grants of $65,055; Exira, 
Iowa, power project providing loans and 
grants of $74,545; Sebring, Fla., power proj- 
ect costing $63,636; Glenwood, Minn., proj- 
ect costing $150,909; Evelth, Minn., project 
costing $886,000; Moneth, Mo., project cost- 
ing $140,000; Oskaloosa, Iowa, project costing 
a: Eufaula, Okla., project costing $78,- 


Applications for the construction of mu- 
nicipally owned power plants in these cases 
were rejected by the WPA after the Public 
Works Administration had given its approval 
and submitted the projects to the Hopkins 
organization for the grants. In each case, ap- 
plication was made under the loan and grant 
system which provides that the government 
grant 45 per cent of the cost out of the $4,- 
800,000,000 if the municipality will raise the 
balance. 

The Hopkins organization, which holds the 
purse strings on the $4,800,000,000 has set out 
to put to work the 3,500,000 people on the 
relief rolls. To do this the Works Progress 
Administration has established a system for 
picking projects which will accomplish this 
purpose. 


Utility Act as Political Issue 


H ARDLY was the ink dry upon the new Fed- 
eral Public Utility Act of 1935 before 
one of the organizations which fought hardest 
against its enactment was threatening to take 
the issue into the next Presidential campaign. 
Hugh S. Magill, president of the American 
Federation of Utility Investors, said in a state- 
ment that the law was regarded by investors 
as an attack upon “all investor-owned and 
privately managed business.” 

He promised the issue would be heard again 
in the 1936 election in a fight by citizens 
“against greedy political control and uncon- 
stitutional confiscation of private property.” 


Columbia Basin Purchase 


An striking at critics of further reclama- 
tion of the West’s arid lands, Dr. Elwood 
Mead, United States Commissioner of Rec- 
lamation, departed last month for a 3-day in- 
spection of the mammoth Grand Coulee dam 
project—the biggest project in his fifty-three 
years of reclamation service. 

Dr. Mead declared in an interview after 
his arrival at Spokane that the next decade 
will see a shortage in some food projects 
unless additional western land is irrigated. 
He said the reclamation program is being 
outstripped by the growing needs of the coun- 
try. 

The construction project which Dr. Mead 
will view at the dam site is the start for the 
$63,000,000 low dam, planned for power pro- 
duction only. It was recently approved by 
Congress. 

But the base will be laid so that the pro- 
posed high dam, which would irrigate 1,200. 
000 acres in the expansive Columbia basin of 
eastern Washington can be extended above it 
when, and if, Congress authorizes it in the 
future. Proponents of the high dam and its 
extensive reclamation development have said 
the irrigation project will not come for fif- 
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teen or twenty years. Dr. Mead advocated, in 
an interview, government purchase of the 
whole acreage which would be irrigated. 


Counsel Sought for Phone Probe 


Ww preliminary preparation nearly com- 
plete for its investigation into the ramifi- 
cations of the American Telephone and Tele- 
graph Company, the Federal Communications 
Commission is anxiously awaiting White 
House word on selection of a general counsel 
for its inquiry. 

Though nearly a dozen prominent lawyers 
have been mentioned for the post, only 
Ferdinand Pecora, New York jurist, was 
proffered the post, and he declined. General 
Hugh S. Johnson, reported to be making a 
determined bid for the appointment, appears 
to have made little headway. 

Given $750,000 for their investigation, the 
largest sum ever voted by Congress for an 
inquiry, members of the commission were re- 
ported anxious to obtain a lawyer of national 
prominence. First hearings will be held in 
October. 

Making rapid strides in his study of equip- 
ment of the A T. and subsidiary com- 
panies, W. G. H. Finch, chief engineer of 
the telephone division, has completed an ex- 
amination of 16,000 patents held by the parent 
company and its associates. These cover a 
wide front in the telephone, telegraph, radio, 
telephoto, motion picture, and medical appli- 
ance field. 

Offices already have been established at 
New York and Chicago, the former to serve 
as a clearing house for the Eastern investiga- 
- and the latter for those operating in the 

est. 

Reports that Paul Walker, chairman of the 
telephone division and director of the inquiry, 
may take a temporary leave from his place 
on the commission to act as counsel for the 
investigation are gaining credence in capital 
circles. 


Ross Appointed to SEC 


W= the Securities and Exchange Com- 
mission on the threshold of many impor- 
. tant and complicated new duties, as the re- 
sult of the recent enactment by Congress of 
the public utility holding company act of 
1935, placing such companies under the juris- 
diction of the commission, news of the ap- 


pointment by President Roosevelt to the com- 
mission of J. D. Ross, municipal power plant 
head of Seattle, Wash., was noted in Wash- 
ington with great interest. In some quarters 
Mr. Ross’ selection came as a surprise because 
of some anticipation in official circles that 
Benjamin Cohen, who had been so active on 
behalf of the administration in obtaining the 
enactment of the new legislation, would be 
named to succeed the vacancy on the com- 


mission, which was created by the appointment 
of Ferdinand Pecora to the supreme court 
bench of New York state. 

Mr. Ross had previously been a consultant 
in the power division of the Public Works 
Administration. He has been connected with 
the Seattle Municipal Light and Power Com- 
mission for thirty years. Starting as an en- 
gineer when the plant was merely supply cur- 
rent for street lights, Mr. Ross has remained 
to head the $50,000,000 undertaking. During 
this period in which he has planned the 
Skagit power project north of Seattle, Mr. 
Ross has been outspoken in his belief of gov- 
ernment ownership. In the closing days of 
Mr. Roosevelt’s New York governorship he 
was a consultant for the New York Power 
Authority on the proposed St. Lawrence proj- 
ect. 


He was born in Ontario. Although said to 
be a Republican, he has never been very active 
in politics, except when a former mayor of 
Seattle sought to oust him from his job. Mr. 
Ross was successful in that political fight 
when the mayor was recalled. 


New Legislation Will Face 
Prompt Tests 


pew Supreme Court tests of the consti- 
tutionality of major New Deal laws af- 
fecting utilities appeared likely to Washington 
observers. The Federal government has al- 
ready sought a ruling on the agricultural act, 
while utility lawyers were said to be planning 
a quick contest on the Wheeler-Rayburn hold- 
ing company bill. 

An appeal from the U. S. Circuit Court’s 
decision upholding the constitutionality of the 
Tennessee Valley Authority has already been 
filed in the U. S. Supreme Court. There were 
rumors that the Guffey coal bill, which places 
the coal industry in the position of a quasi 
utility, would likewise be contested at an 
early date. 

The public utilities act, it was believed, 
might be tested promptly, notwithstanding the 
fact that the holding company sections would 
not become effective until 1938 at the very 
earliest. 

The plan of the utility lawyers was said 
to contemplate an application to the Securi- 
ties and Exchange Commission for permission 
to engage in activities which would conflict 
with any dissolution order which the com- 
mission might make under the law two years 
hence. For example, a holding company could 
seek approval of a bond issue (backed by un- 
challengable assets, such as a first lien on 
physical property). By seeking bond dates 
which would not mature for some years, dur- 
ing which the company might be subject to a 
dissolution order from the commission, it was 
thought the probabilities would be that the 
commission would refuse to permit such an 
issue on the ground that it might interfere 
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with the exercise of powers and duties by the 
commission. Such refusal would be taken at 
once to the courts on grounds of the uncon- 
stitutional act under which the commission 
would purport to operate. 


Ontario Hydro Repudiates 
Contract 


HE Ontario Hydro Electric Commission 
will accept no additional deliveries of 
. power from Quebec power companies nor will 
it make any payment on a contract calling for 
saney of 27,000 horsepower as from July 
st 


Premier Hepburn said it was “quite definite” 


the commission would not accept delivery of 
67,000 horsepower from the Beauharnois Pow- 
er Company and 6,000 from the Gatineau 
Power Company, both deliveries due Oc- 
tober Ist. 

Nullification of these contracts, he said, was 
covered in legislation passed at the last ses- 
sion of the legislature, but he was not pre- 
pared to say when the legislation would be 
proclaimed. 

T. Stewart Lyon, chairman of the commis- 
sion, said he had no comment to make on the 
refusal to accept the deliveries and only added 
that no payment would be made by the com- 
mission for the 27,000 contracted to be de- 
livered by the MacLaren Power Company 
from July Ist. 


Arizona 


Rural Rates Cut 


T= state corporation commission has or- 
dered a 33 per cent reduction in rates for 
power used by agriculturists in the Yuma val- 
ley. Commercial users will also receive de- 
creases. - 

A new rate division brought about the re- 
duction for the ranchers who require 40 or 
more horsepower. The new set-up provides 
a charge of 3 cents per kilowatt hour for the 
first 500, 2 cents for the second 500, 1.8 cents 


for the third 500, and 1.6 cents for over 1,500 
kilowatt hours. 

The commercial users’ charge under the 
new rate will be 4.7 cents per kilowatt hour 
from 15 to 49 horsepower; 3.2 cents for the 
next 100, and 2.4 cents for the next 150, it 
is reported. 

A second division of rates from 50 to 199 
horsepower with rates of 4.2 cents per kilo- 
watt hour for the first 50, 2.9 cents for the 
next 100, and 2.2 cents for over 150 kilo- 
watts are provided. 


California 


Holding Group Seeks 
Simplification 


| ges California utilities companies applied 
to the state railroad commission late in 
August for authority to dissolve their organ- 
izations in what was described by attorneys 
as a move by the Pacific Gas & Electric Com- 
pany to “go out of the holding company busi- 
ness.” 

The Pacific Gas & Electric Company is 
the chief stockholder of all the companies 
involved, and their applications asked that 
the P. G. & E. be allowed to take over 
their stock. Thus the Pacific Gas & Elec- 
tric would become the active operator of the 
companies. 

Three applications were filed. The first was 
by the-Great Western Power Company of Cal- 
ifornia and its subsidiaries, the Great West- 
ern Power Company, City Electric Company, 
Feather River Power Company; Napa Valley 
Power Company, and the California Electric 
Generating Company. The combined capital- 
cation of the six was stated to be about $99,- 


A second application was filed by the $36,- 
000,000 Mount Shasta Power Company, and 
a third one by the Sierra and San Francisco 
Power Company, capitalized at $77,000,000. 


Hetch Hetchy Ruling 
Questioned 


ECENT ruling of Secretary Ickes that San 

Francisco’s contract with the Pacific Gas 

& Electric Company is illegal is likely to be 

tested in court if serious loss of revenue and 

early shut down of the Hetch Hetchy power 
plant is to be avoided. 

The city’s course of action is still indefinite, 
but there is a substantial opinion that it more 
than likely will refuse to accept the Secre- 
tary’s interpretation of the Raker Act as the 
final word in the matter. The Ickes opinion 
created little surprise among opponents of mu- 
nicipal ownership, although it did cause some 
perplexity. 

In effect the Secretary said the city was 
outside the law on its power contract and 
could only cure its transgression by going into 
the power business. 


455 





PUBLIC UTILITIES FORTNIGHTLY 


The position may be summarized as follows: 

The Raker Act by which Congress granted 
the city authority to build its Hetch Hetchy 
system, specifically denied to the municipality 
any right of assignment or sale for resale of 
water or power or rights thereto from the 
public lands. Section 6, on which Secretary 
Ickes based his finding, says: 

“Section 6. That the grantee is prohibited 
from ever selling or letting to any corpora- 
tion or individual, except a municipality or 
a municipal water district or irrigation dis- 
trict, the right to sell or sublet the water or 
the electric energy sold or given to it or him 
by the said grantee: Provided, That the 
rights hereby granted shall not be sold, as- 
signed, or transferred to any private person, 
corporation, or association, and in case of any 
attempt to sell, assign, transfer, or convey, 
this grant shall revert to the government of 
the United States.” 

When the city reached the stage of produc- 
ing power at Moccasin creek, there was no 
publicly owned outlet, and a failure to obtain 
outlet meant serious loss. 

To circumvent the difficulty, proposal was 
made that the city should draw an agency 
contract with Pacific Gas as the only system 


ye 
Conneticut 


Retreat Behind State Lines 


N the heels of the enactment of the public 

utilities bill by Congress the Hartford 
Electric Light Company and the Connecticut 
Power Company have cut off their interstate 
power transmission lines. 

In explaining the action, Samuel Ferguson, 
oo of the boards of the two companies, 
said: 

“The Woodrum amendment to the public 
utility holding bill, which would have left 
the control of the utility companies under state 
jurisdiction, having been thrown out by the 
legislative conferees, the only way in which 
a company can remain under control of state 
commissions is by the elimination of inter- 
state business.” 

Under the utility bill companies engaging 
in interstate business automatically will come 
under Federal control. 

It is understood that since the two compa- 


capable of taking the power and that the com- 
pany should distribute for the city. The plan 
was sanctioned by solicitors for the Depart- 
ment of the Interior in 1925. As of July Ist 
of that year the present contract was put in 
effect. 

Since the adoption of the contract, the city 
has shown no desire whatever to go into the 
power business on the distribution side either 
in competition with Pacific Gas & Electric or 
by buying it out, notwithstanding diligent ef- 
forts of public ownership advocates. 

On November 8, 1927, voters defeated a 
proposal for $2,000,000 of bonds to start get- 
ting municipal power into the city on city 
lines. Three years later, August 26, 1930, 
voters considered a proposal to vote $65,115,- 
000 to buy Pacific Gas facilities in the city and 
decided nearly three to one in the negative. 
Another three years and a $6,308,000 bond 
proposal was defeated. 

The proponents since then have abandoned 
early hope of getting through any 664% per 
cent vote on general bonds and in May this 
year took the course of seeking a charter 
amendment to permit revenue bonds on a ma- 
jority sanction. They lost that effort, too, 
about 72,100 to 50,360. 


nies ordered their interstate lines cut off be- 
fore the bill was signed by President Roose- 
velt they will not be affected by the provision 
which prohibits companies under Federal con- 
trol to abandon any of their service. 

The lines cut off by the two companies had 
been in operation ten years. Ferguson said 
they had meant “savings to consumers of 
power amounting to between $2,000,000 and 
$3,000,000.” 

In a telegram to Representative Schuyler 
Merritt (R.), of Connecticut, advising him of 
the action, Ferguson said: 

“Too bad that we had to do this.” 

The lines cut off by Ferguson’s order con- 
nected the Central Hudson Gas & Electric and 
Connecticut Power lines between Poughkeep- 
sie, N. Y., and Falls Village, Conn., and the 
Connecticut Power and Turner Falls ( Mass.) 
Power & Electric company lines linking the 
Hartford Electric light line with the Massa- 
chusetts company at Agawam. 


Georgia 


State Seeks Power Plant 


NSTALLATION of a state-owned power and 

light plant at Milledgeville to supply the 
penitentiary and other state institutions was 
to be recommended to Governor Talmadge. 


The board, which supervises the state’s 
charitable institutions, voted a survey of the 
proposition with the approval of the gov- 
ernor. Preliminary estimates indicated that 
the cost would amount to approximately 


$750,000 
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Idaho 


PWA Loan Blocked 


HE city of Coeur d’Alene stood blocked 
in its effort to own and operate its own 
municipal power plant, following a decision 
of Judge C. C. Cavanah in the United States 
district court at Boise, permanently restrain- 
ing the city from borrowing Federal money 


. for construction of such a plant. 


A suit brought by the Washington Water 
Power Company, Inc., of Spokane, Wash., 


asked an injunction halting such procedure 
on the ground it would irreparably injure the 
company and that it would be improper to use 
public credit for the injury of private citizens. 
Judge Cavanah gave the opinion that the 
grant and loan asked by the city from the 
Federal government would benefit only the 
city and state, and that Federal money could 
not be used on purely local enterprises. City 
officials indicated that an appeal may be taken 
to the U. S. Circuit Court of Appeals. 


Indiana 


Mayor Battles Power Company 


he. under bond, after spending 101 days 
in jail, Mayor Clare W. H. Bangs, of 
Huntington, Indiana, took up anew his pro- 
gram to provide the city with electricity from 
the municipally owned power plant. Connec- 
tion of the general public to the city lines is 
now restrained by court injunction, which 
Mayor Bangs had previously violated and an 
appeal from which is now pending in the 
higher state courts. The injunction was ob- 
tained by the Northern Indiana Power Com- 


pany. 

Early in September, after his release, 
Mayor Banks renewed his feud with the pow- 
er company by seeking Federal aid to enlarge 
the municipal power service. It could not im- 
mediately be learned at Washington whether 
a formal application had been received for a 


Federal loan grant and, if so, what disposi- 
tion would be made of it. 


Tax Values Cut 


A of $27,000,000 has been made 
by the state tax board in the tax valu- 
ation of 300 utilities, including steam and 
electric railroads, telephone, telegraph, water, 
gas, and electric companies. 

The total for these utilities, on which taxes 
will be paid next year, is $654,531,945, where- 
as the total of the preceding year was 
$681,486,310. 

Reduced earnings and property valuations, 
receiverships, and bankruptcies were given as 
the reason for the huge reduction in the valu- 
ations. The reductions will result in loss of ° 
several millions of dollars in taxes to local 
and state governments. 


Kentucky 


Utility Seeks Municipal 
Ownership Election 


Besa of the Kentucky Utilities Com- 
pany claim that they have ready 2,500 
signatures to petitions asking for an election 
on the question of a municipal electric plant 
in Middlesboro, Ky. 

The law requires 25 per cent of the voters 


to a referendum petition for an election, and 
the utilities company has nearly the required 
number. 

It is a question among officials, however, 
whether the law makes it mandatory for the 
city commission to call an election. The city 
administration, which wants to construct the 
municipal plant, has opposed the Kentucky 
Utilities Company, but the utility believes 
they do not reflect the sentiment of the voters. 


Michigan 


reached at a hearing of representatives of the 
company before the state tax commission, 
which had assessed the company’s properties 
at $40,125,000. The hearing, in the Water 
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the Detroit City Gas Company was 
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Board building, was the first of a series of 
appeals from valuations set by the board of 
assessors. 

The $40,125,000 figure was the tax basis set 
in 1933. In 1934 the commission reduced this 
to $36,500,000 but the assessors this year re- 
stored the 1933 assessment basis and the com- 
pany appealed. 


Detroit to Get Texas Gas 


EXAS natural gas will be made available 

to Detroit consumers not later than July 
1, 1936, under terms of the contract which 
the Panhandle Eastern Pipe Line Company 
signed August 30th with the Detroit City Gas 
Company, according to William G. Woolfolk, 
president of the Detroit concern. 

The contract provides for delivering up to 
90,000,000 cubic feet of the Texas fuel daily, 
which, on a heat basis, is nearly double the 
amount of artificial gas ever sold in one day 
by the gas company in the Detroit area, 
Woolfolk said. 

“Our peak daily sales have reached beyond 
90,000,000 cubic feet of artificial gas,” he ex- 


* 


plained. “But our manufactured product con- 
tains 530 BTU’s, as compared with the 1,014 
BTU content of Texas gas.” 

The Panhandle Eastern plans to begin con- 
structing the 300-mile extension of its pipe 
line about January Ist and should be able to 
finish the job within six months, Woolfolk 
said. This pipe line, which originates in the 
Texas Panhandle fields, now terminates at 
Dana, Ind. A 24-inch line, costing about $20,- 
000,000, is planned. 

Woolfolk said he could say nothing at this 
time about rates to be charged for natural 
gas, but declared that would mean a consid- 
erable saving to all types of consumers. 

Council members were uncertain as to 
whether they still would ask the voters to ap- 
prove the creation of a municipal natural gas 
system at the October 8th primary. 

Meanwhile, Washington PWA authorities 
discouraged the $46,000,000 application made 
by Texas for Federal financing of a Pan- 
handle to Detroit gas pipe line, when Secre- 
tary Ickes indicates that it would be unlikely 
that the Federal government could wait for 
the Texas legislature to set up a state au- 
thority. 


Missouri 


Commission Order on Appliance 
Service Fee Appealed 


writ of certiorari in the Laclede Gas 

Company appliance case was issued by 
Judge Nike G. Sevier of the Cole County 
Circuit Court on petition of the company. 
The writ requires the state public service com- 
mission to certify to the court for review its 
ruling in the matter, with the record that has 
been made. 

The Laclede Gas Light Company sought 
approval of the commission last March of a 
schedule of rates to be charged by it for serv- 
icing appliances used by domestic and com- 


mercial users of gas in St. Louis. No prior 
charge has been made for such service, but 
owing to changed conditions the company 
took the position that a charge should be 
made. 

After a hearing, in which the legal depart- 
ment of the city intervened in opposition, the 
commission held the company was not justi- 
fied in making the proposed change. 

In the petition for the writ of certiorari it 
is alleged that denial of the petition of the 
company by the commission is arbitrary and 
not warranted by the facts. 

It was brought out in the hearing that 
servicing customers’ appliances cost the com- 
pany $125,000 per annum. 


- 
Nebraska 


District Seeks Power Market 


HE board of directors of Platte Valley 

Public Power and Irrigation District has 
unanimously protested to Secretary Ickes, 
Senator Burke, and Congressman Coffey that 
the removal of the market for electricity 
would make it impossible for the project to 
liquidate itself according to contract. 


Expressing the opinion that other public 
power districts preémpt most of the state’s 
territorial market, the directors assert only 
the northwestern portion will be available to 
the Platte project. The only large city, aside 
from North Platte, in the district, is Scotts- 
bluff whose power needs are already supplied. 
The board says that rural service would not 
average one consumer per mile. 
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New York 


Mayor and Traction Head Clash 


Ae of opinion over the efficiency 
and need of a modern large city for trac- 
tion railway transportation was noted in an 
exchange of statements made public between 
Mayor Fiorello H. La Guardia of New York 
city and Gerhard M. Dahl, chairman of the 
- board of the Brooklyn & Queens Transit 
Company, subsidiary of the Brooklyn-Man- 
hattan Transit Corporation. The mayor had 
stated that street cars in the New York city 
metropolitan district are being replaced gen- 
erally by busses, and was reported to have 
said that “trolleys are as dead as sail 
ships.” 

The transit company executive, however, 
not only defended the value of continued 
street railway operations as compared with 
motorized busses, but asserted that even in 
Manhattan the only trolley lines that are be- 
ing motorized are those systems that, because 
of long periods of financial difficulty, have 
permitted their rolling stock and equipment to 
deteriorate and become practically obsolete. 
In such cases substantial capital expenditure 
would have been necessary to rehabilitate the 
properties to give reasonable traction service 
to the public. 

The company official pointed out that it had 
invested in new cars in the past twelve years 
upward of $12,500,000, largely out of earn- 
ings, and has recently ordered 100 new trol- 
leys of the latest design, which will cost about 


$1,500,000. This expenditure was said to be 
based upon the conviction of the company’s 
management that street cars have a definite 
and assured place in the city’s transportation 
network. The company, incidentally, operates 
both busses and trolleys. 


City Plant Vote Assured 


N™® York city voters will decide in the 
November election this fall whether the 
city, as Mayor La Guardia desires, is to go 
into direct competition with privately owned 
utility companies by building a municipal 
power plant. This was determined when the 
city board of estimate approved a power plant 
referendum bill which had previously been 
approved by the city board of aldermen. 

Following such endorsement by 
branches of the municipal legislature, Mayor 
La Guardia held a public hearing on Septem- 
ber 3rd and then signed the bill in time to 
have the referendum qualify for the coming 
fall election. 

An active campaign to assure approval of 
the power plant project, which calls for the 
construction of a power system capable of 
supplying a tenth of the city’s demands at a 
cost of from $45,000,000 to $49,500,000 was 
promised by the La Guardia administration. 
The mayor did not announce that he will op- 
enly campaign for approval of his favorite 
a but it was indicated that he intended 
to do so. 


* 
Oklahoma 


Power Law Change Urged 


OVERNOR Marland has advocated an initi- 

ated measure to amend the Grand river 
dam authority law as the vast power project 
seemed about to slip from the state’s grasp, it 
is reported. 

Governor Marland recounted its approval 
in Washington by the national resources 
board, but provision in state law against dis- 
tributing the power will defeat the proposal 
unless changed. He pointed out the board 
approved it subject to authority to distribute 


power, while an amendment placed in the bill 
by the last legislature prohibits sale of power 
away from the site of the dam. 

“I advised the backers of the Grand river 
authority to initiate a bill amending the law,” 
the governor said. “It could be voted upon 
at the primary election next July.” 

“There is no use of my calling a special 
session of the legislature to amend the bill,” 
he said. Such action, it was pointed out, 
would make power an issue in the primary 
campaign next year, probably in the United 
States Senate and legislative races. 


South Carolina 


Greenwood County Project 
Held Up 


| hae Judge H. H. Watkins on August 
26th signed a decree permanently enjoin- 


ing Greenwood county and Harold L. Ickes 
as Federal Emergency Administrator of Pub- 
lic Works, from constructing the Buzzard 
Roost power project in that county. 

The order restrains Ickes from paying Fed- 
eral funds to anyone for such construction. 
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Greenwood county also is restrained from 
receiving any Federal funds for construction 
of such a project. 

In a decision given several months ago, 


Judge Watkins had declared that Congress 
had no authority to delegate the spending of 
funds for projects which would conflict with 
private business. 


Tennessee 


Norris Dam Work Nears End 


HE one-millionth cubic yard of concrete 

will be poured into the glistening, white 
hulk of the Tennessee Valley Authority’s $34,- 
000,000 Norris dam before New Year’s Day, 
bringing the massive storage and power proj- 
ect to completion in slightly more than two 
years. This is the prediction of engineers 
engaged in supervising construction of the 
dam on the tiny Clinch river in northeastern 
Tennessee. 

The 253-foot high dam, about the height of 
a 17-story building, will create a finger-like 
lake in the mountains with an 800-mile shore 
line. The stored waters will be regulated to 
control floods and increase power and naviga- 
tion possibilities on the Tennessee river in 
Alabama. 

The Authority began construction of the 
dam in November, 1933. To date, more than 
825,000 cubic yards of concrete have been 
poured from buckets operating on a huge 
cableway which swings between two hillsides 
above the dam site. The entire dam is 85 per 
cent complete and construction work is sev- 
eral months ahead of schedule. It has been 
built to its full height on the east side of the 
river. 


Knoxville Plant Purchase 
Revived 


Aer that the long-drawn-out city- 
TVA-Tennessee Public Service Com- 
pany power battle may be settled out of court 
was hinted as a result of passage by Congress 
of drastic amendments to the Tennessee Val- 
ley Authority Act. 

Knoxville City Director of Law W. H. 
Peters, Jr., said he believed that under the 
act as it now stands, if the Tennessee Public 
Service is willing to sell, the city may borrow 


money from the TVA with which to pur- 
chase the existing power distribution system 
in Knoxville and Knox county. 

A leading member of the TVA legal staff, 
who asked that his name not be divulged, 
agreed that “Mr. Peters is literally correct.” 


City-TVA Pact Approved 


HE city council of Pulaski, Tenn., has 

signed an agreement with the Tennessee 
Valley Authority whereby construction of 
rural electrification lines in Giles county are 
to be financed by the TVA and ultimately 
paid for by a surcharge on consumers. 

In announcing the agreement, E. W. Baugh- 
man, TVA representative, said this was the 
first one of its kind to be completed. Mr. 
Baughman said the Pulaski city council 
unanimously accepted the proposal which 
stipulates that the TVA stand the entire ex- 
penses of construction of the lines and that 
Pulaski maintain them. 

The Authority will be repaid, he explained, 
by a surcharge on power consumers of one 
cent per kilowatt hour for the first 100 kilo- 
watt hours per month. 

Mr. Baughman said Pulaski, under the 
agreement, had no obligation to stand ex- 
penses of the line except as the surcharge 
produced revenue. The city already has a 
municipally owned distribution system. 


EHFA Offices Changed 


TS Electric Home and Farm Authority 
has announced that its principal offices 
would be removed immediately from Chat- 
tanooga, Tenn., to Washington, D. C. 

The Authority said that a regional office 
would be maintained in Chattanooga, but add- 
ed that no announcement could be made at 
this time as to who would be in charge of the 
Chattanooga regional office. 


Virginia 


City Plant Election 


ar voters were to participate in a 
referendum October Ist to decide wheth- 
er the city shall construct a municipal hydro- 
electric plant in Patrick county. The date 
was set by Judge Henry C. Leigh, of cor- 


poration court. The city has obtained a loan 
and grant in Federal funds to finance the 
project. 

The voters of Danville have defeated two 
former proposals to launch the city into the 
electric power business through Federal fi- 
nancing. 
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The Latest Utility Rulings 





Excess Regulatory Fees Refunded 


mA unusual situation developed in the 
state of Nebraska when the state 
collected from warehousemen for regu- 
latory purposes more than was required 
for regulation. The legislature enacted 
a law providing for the return of the 
excess collected. When the statute was 
attacked by Commissioner Bollen the 
supreme court sustained its validity. 
The court was of the opinion that the 
legislature, having in consideration a 
particular part of the state fund arising 
from the collection of fees in the admin- 
istration of a regulatory measure, may 
determine a sum on hand to be in ex- 
cess of the amount reasonably necessary 
to the administration of the measure 


and provide for the return of such ex- 
cess to the persons who paid it, through 
the state agency for the use of which the 
fund was created. 

In providing for such a return of 
funds, where the act provided a manner 
of verifying and vouchering the same 
and submission thereof to the state au- 
ditor, in detailed and specific form, 
without any attempt to limit the func- 
tions or authority of the auditor in ex- 
amination or adjustment as to any part 
or item thereof, and for the issuing of 
a warrant thereon, it was held to be a 
sufficient compliance with the require- 
ments of the Constitution. Bollen v. 
Price (261 N. W. 689). 


e 
New Rates Cannot Be Based on Old Records 


A MOTION by municipalities served by 
the United Fuel Gas Company 
that the West Virginia commission fix 
a new temporary rate for gas was de- 
nied by the commission after an elapse 
of several years since the rate proceed- 
ings were begun and evidence taken. 

The proceeding originated in 1929. 
A temporary rate was fixed in October, 
1931. Further proceedings were al- 
lowed by all parties to remain in abey- 
ance until November, 1934, when the 
motion for a lower rate was made. 

The company insisted that before the 
commission could legally change the 
rate, the utility must be given an op- 
portunity to show conditions as they are 
today in connection with its property, 
revenues, and expenses. The munici- 
palities urged that the commission, be- 
fore further hearing, might modify the 
existing temporary rate downward and 
prescribe, pending the fixing of a per- 
manent rate, a temporary rate compati- 
ble with legal decisions in rate cases 


rendered after the present rate had been 
prescribed. 

Due process of law in such proceed- 
ings, according to the commission, un- 
questionably means that before a utility 
can be required by order to reduce its 
rates, it must have notice, an oppor- 
tunity to be heard in its own behalf, and 
an opportunity to present such evidence 
as it might care to offer to show that 
the existing rates are not unreasonable. 

In view of changed conditions in the 
company’s business and change in eco- 
nomic conditions generally, the commis- 
sion did not feel that it could lawfully 
change the existing rates on the record 
in these proceedings, which dealt with 
the company’s property and business in 
the main as of 1928, without first giving 
the company an opportunity to show by 
competent evidence the condition of its 
property and business as of the present 
date and the changed economic condi- 
tions. 

In answer to a contention by the mu- 
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nicipalities that the commission could 
fix another temporary rate without 
hearing because such an order, not final- 
ly determining the controversy, is not 


appealable, the commission said that this 
position was untenable as appeals are 
granted from such orders. Re United 
Fuel Gas Co. (Case No. 1926). 


e 


Street Improvement Burdens Justify Abandonment 
of Street Car Line 


_—_ was granted by the Maine 
commission to discontinue a street 
car line on a street which was about to 
be improved. The improvement as 
planned would have required either the 
rebuilding of the company’s tracks, with 
the installation of new steel ties, or the 
abandonment of street railway facilities. 

Specifications and conditions outlined 
by the state highway commission would 
impose upon the company approximate- 
ly $32,000. It was testified that this 
was about 25 per cent in excess of the 
cost which would be incurred if the 
company should plan to rebuild. 

The company was operating its lines 


e 


in the city without being able to meet 
operating expenses. The line in ques- 
tion, from a standpoint of revenue, was 
not one that stood out as being an un- 
usually poor producer but averaged 
fairly well with the other lines of the 
company, and if it were not for the 
street improvement the company would 
not have sought to abandon this particu- 
lar line. Under these conditions and 
circumstances the commission did not 
feel justified in requiring the company 
to make the capital expenditure indicat- 
ed in order to rebuild its tracks. Re 
Cumberland County Power & Light Co. 
(R. R. No. 2148). 


Aerial Surveys and Photographs as Part of Original Cost 


HE Federal Power Commission, in 

determining the “actual legitimate 
Original cost” of a hydroelectric project 
of the Safe Harbor Water Power Cor- 
poration, licensee, established new pre- 
cedents for such a determination. Sev- 
eral rulings were also made on questions 
covered in previous determinations by 
the commission. 

The rule that payments to affiliated 
interests under contracts not negotiated 
at arm’s length must be proven reason- 
able by the licensee was reiterated. 
This rule was applied in connection with 
promotion fees, fiscal agent’s fee, financ- 
ing costs, damage claims, and interest 
payments. The commission held that a 
payment to a partnership, one of the 
members of which headed the licensee 
corporation and corporations with 


which it dealt, came within the same 
rule. 

Amplification of the commission’s at- 
titude toward aerial surveys, photo- 
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graphs, and motion pictures was made. 
In an earlier case the commission had 
refused to allow as part of the construc- 
tion cost expenditures for these items, 
but it was pointed out that this was be- 
cause no facts were before the commis- 
sion showing the necessity for them. 

Evidence was introduced in this case, 
however, that aerial photographs of the 
areas to be flooded and in some cases 
the property division lines were of value 
and eliminated the necessity of sending 
a large party into the field to make de- 
tailed ground surveys. Testimony as to 
the need for and use made of photo- 
graphs and motion pictures was full and 
complete. These were used in disposing 
of claims made against the licensee for 
property destroyed. The commission 
held that necessary expenditures for 
such items, but not including expendi- 
tures for publicity purposes, might be 
included. 

Damages claimed by other companies 
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for increase in steam generation costs 
caused by withholding water while fill- 
ing the pond of the licensee corporation 
were recognized as legitimate, but in the 
case of an affiliated utility below the 
dam the benefit resulting from the proj- 
ect was considered as an offset to dam- 
ages. Benefits to another utility com- 
pany which was itself a licensee were 
not set off, however, as the Federal Wa- 
ter Power Act provided for assessing 
benefits in cases of this character. 


e 


Interest during construction was al- 
lowed at 6 per cent, on sums actuall 
needed during the construction period, 
for such length of time as their invest- 
ment might be required. Taxes actually 
paid during construction were allowed 
although their propriety had been ques- 
tioned in some cases. They were, in 
fact, paid to a public authority which 
asserted the right to collect them. Re 
Safe Harbor Water Power Corp. (Or- 
der and Opinion No. 18). 


New Rule for Accrued Interest on Deposits 
and Return of Deposits 


Pye was filed with the Maine 
commission representing that the 
present 6 per cent rate of interest paid 
on customers’ deposits was excessive 
under present conditions, and a request 
was made that the interest requirement 
be changed to 3 per cent. Counsel for 
the petitioning company stated that the 
large accumulated interest made neces- 
sary considerable accounting and that 
some method should be adopted where- 
by interest charges would be refunded 
yearly to customers or credited to their 
bills for service in order to prevent ac- 
cumulations. 

The commission believed that the 
electrical utilities operating in the state 
should make provision for early adjust- 
ments of accrued interest, or deposits 
and accrued interest, when the custom- 
er’s credit had been established and 
guaranty of payment was satisfactory. 
Holding that a uniform rule applying 
to all companies was desirable the com- 


e 


mission issued a general order covering 
this matter and closed the case of the 
company filing the petition. 

The new rule provided that utilities 
might provide in their schedules for a 
deposit, when deemed necessary, not to 
exceed an estimated sixty days’ bill, 
with a minimum deposit requirement 
of $5. 

The deposit must be refunded upon 
the request of the customer after twelve 
consecutive months of prompt payment 
and without such request must be re- 
funded within a period not exceeding 
twenty-four consecutive months of 
prompt payment. Deposits not so re- 
funded must be adjusted with the de- 
positor at the termination of service. 
The rule changed the interest rate from 
6 per cent to 4 per cent per annum with 
the further provision that no interest 
should apply on deposits held for less 
than six months. Re Central Maine 
Power Co. (U. No. 1362). 


Demand Must Be Recognized in Power Rates 


=~ Wisconsin commission, in fix- 
ing rates for a municipal electric 
plant, believed that power rates as ap- 
plied were unreasonably discriminatory. 
Some customers with large connected 
loads were placed on a small power rate 
not designed for such service and were 
granted concessions not available to oth- 


er customers. The power rate made no 
distinction between large and small cus- 
tomers, and customers who had exceed- 
ingly poor load factors were being treat- 
ed on the same basis as good load factor 
customers. The commission said: 


It is generally accepted that utility rate 
schedules should apportion the total reason- 
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able cost of service among the several 
classes of service and individual customers 
in each class as equitably as is practicable, 
in order to avoid discrimination. 

Applying this general principle to the 
facts in this case, it is reasonable that pow- 
er customers who place a substantial de- 
mand on the utility system and require a 
large portion of the capacity of the plant and 
equipment should bear their fair share of 
the fixed charges on the additional plant 
and equipment they require, in addition to 
the cost of energy used. 

The proposed large power rate therefore 
is a demand and energy rate under which 
the customers’ bill is based both on the 
maximum demand he places on the system 
and the amount of energy he uses. 


The rate to a power customer who 
owned generating equipment was also 
criticized. He was said to have differ- 
ent service characteristics than the other 
large power customers, and accordingly 
these differences were to be given con- 


& 


Urban Electric Rates Made Available for Rural Customers 
ta Maine commission found no 


justification for maintaining rates 
on a different basis as between urban 
and rural communities and ordered that 
higher rates established for service on 
various rural lines should be canceled 
and the customers on such lines be per- 
mitted to purchase energy under the rate 
forms maintained for electric energy 
delivered to other customers located 
generally throughout the territory 
served. 
The company was furnishing service 
to rural customers over lines on which 


sideration in designing a proper electric 
rate. 

It seemed logical to the commission to 
require such a customer to pay at the 
ordinary large power rate for service 
rendered during months in which he 
purchased energy and created a demand 
on the utility system. However, if the 
customer would agree to refrain from 
using service during peak periods and 
accordingly did not contribute to the 
utility’s peak, the customer should not be 
required to pay the minimum demand 
charge of the large power rate during 
the months in which he did not use the 
utility service. But during such months 
he would be required to pay a minimum 
bill to cover the fixed charges which ac- 
crued on the investment in additional 
equipment necessary to serve him. Re 
Cedarburg (2-U-840). 


the customers bore the entire costs of 
line construction, with one exception 
where the company had invested 25 per 
cent of the cost of a line. Some custom- 
ers were required to furnish the neces- 
sary line transformers. The lines, al- 
though not taken over by the company, 
except in the case where it had con- 
tributed toward construction, were 
maintained by the distributing company 
without direct expense to the patrons. 
Maine Public Utilities Commission v. 
Mars Hill Electric Co. (F. C. No. 
1010). 
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Claim of Overpayment for Hand-set Telephone 
Service Not Sustained 


Pye ey was made to the Penn- 
sylvania commission by a tele- 
phone subscriber that he had overpaid 
for the use of a hand-set telephone and 
should be awarded a refund. This 
claim was based upon a commission or- 
der entered February 21, 1933, provid- 
ing for a rate differential of 25 cents per 
month, to be discontinued after Febru- 


ary 15, 1935, in the case of any sub- 
scriber who should have had such type 
of instrument in service for a period of 
two years. The subscriber had received 
such service since June 23, 1930, and 
he construed the order as determining 
that $6 in monthly instalments of 25 
cents for two years was the fair and 
reasonable additional charge. 
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The commission dismissed the com- 
plaint with the statement that a finding 
of reasonableness for the future cannot 
be construed as a finding of unreason- 
ableness for the past, and furthermore 
that the quality of proof of future un- 
reasonableness of rates is entirely dif- 
ferent from the proof necessary to sus- 
tain a claim for reparation. The for- 


e 


mer need only show unreasonableness, 
while the latter must demonstrate unrea- 
sonableness to the point of oppression 
or extortion. The earlier order of the 
commission was not sufficient to show 
extortionate or oppressive unreasonable- 
ness. Finkel v. Bell Telephone Com- 
pany of Pennsylvania (Complaint Dock- 
et No. 10612). 


Filed Rates Ordered to Supplant Payment for 
Public Use by Tax Exemption 


FO pg oid between the inhabitants 
of a town and an electric utility, 
effective for a period of twenty years 
dating from August, 1918, required the 
company to furnish current for munici- 
pal buildings in consideration of $1 and 
an amount equal to municipal taxes as- 
sessed against the company. The town 
asked the Maine commission in a rate 
investigation to set this contract aside. 

The commission, although unable to 
determine from the evidence that the 
terms of the contract were unreason- 
able, held that the company was bound 
to make charges to the town in accord- 
ance with its filed rate schedules. The 


company was accordingly required to 
meter the service to municipal buildings 
and to establish and file, as a part of its 
rate schedule, rates for such service. 

The commission, in establishing rates 
for the company generally, refused a 
separate allowance for going value and 
approved a rate of return of 5.78 per 
cent. Rates generally were reduced and 
seasonal residence customers were given 
the option of taking service under the 
yearly rate, provided such customers 
met the requirements as to minimum 
charges. Maine Public Utilities Com- 
mission v. Oquossoc Light & Power Co. 
(F.C. No. 1003). 
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Old Pensions Are Not Chargeable to Present Ratepayers 


HATEVER treatment may be ac- 

corded to pension expense under 
a current pension program, the Pennsyl- 
vania commission holds that ratepayers 
cannot be charged with the expense of 
pensions paid to retired employees who 
labored to supply water consumers in 
the past. 

The Lehigh Water Company claimed 
as one of its items of operating expense 
an amount which represented the pay- 
ment on the regular payroll of one half 
the regular salaries of three old em- 
ployees who had been retired after fifty 


years’ service with the company. The 
commission said that an analysis of op- 
erating expense statements of record did 
not show that a pension reserve was 
previously created out of operating ex- 
penses to provide for the retirement of 
employees, and under these conditions 
it was concluded that the retirement 
payments were liabilities of the com- 
pany’s stockholders rather than the 
present ratepayers. Taxpayers Protec- 
tive Association of Easton et al. v. Le- 
high Water Co. (Complaint Docket 
Nos. 8957 et al.). 
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Other Important Rulings 


New York court held that the city 
of New York did not have power 
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to operate municipal busses on its 
streets, since the City Home Rule Law 





